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FIRST SET OF INFORMATION REQUESTS OF
THE ATTORNEY GENERAL
TO KEYSPAN ENERGY DELIVERY NEW ENGLAND
D.T.E. 06-9

Confidential Attachments

Dated: March 9, 2006
Respondent: Elizabeth D. Arangio

Information Request AG 1-1

Q.

Please provide copies of all documents relating to the request for proposals
(“RFP”) associated with the competitive solicitation process outlined in the
Testimony of Elizabeth D. Arangio, page 13. Include copies of all the initial
request letter(s) sent to each bidder, any updates in those letters, original RFPs,
modification or amendments to the RFPs, and any responses sent by the RFP
recipients to the Company. Include in this response all evaluations, studies,
reports, correspondence, e-mails, notes, presentation materials, and work papers
related to the RFP response.

Attached are the following documents:

Attachment AG 1-1(a) — Request for Proposals Cover Letter

Attachment AG 1-1(b) — Request for Proposals

Attachment AG 1-1(¢) — Supporting Documentation for RFP

Attachment AG 1-1(d) — RFP Response of [Coral] (confidential attachment)
Attachment AG 1-1(e) — RFP Response of [Tenaska] (confidential attachment)

Attachment AG 1-1(f) — RFP Response of [ConocoPhillips] (confidential
attachment)

Attachment AG 1-1(g) — RFP Response of [MLCI] (confidential attachment)
Attachment AG 1-1(h) — Updated Responses to RFP (confidential attachment)

Attachment AG 1-1(i) — Copies of internal e-mails and memos relating to the
RFP process and selection of short-list candidates. Please note that the
updated responses to the RFP that were provided by email and did not
include a separate attachment are provided in this Attachment. (includes
confidential material)

Please note that the confidential information provided in this response is covered
by the Motion for Confidentiality granted by the Department in this proceeding on
February 27, 2006. Therefore, the Company is providing redacted attachments
for the public record and has distributed a confidential version to the Department



and the Attorney General (pursuant to a non-disclosure agreement). However,
Attachment AG-1-1(1), pages 328 to 363, is not covered by the Motion for
Confidentiality granted on February 27, and therefore, the Company has
submitted a supplemental motion covering this attachment with today’s filing.




Attachment AG 1-1(a)

June 17, 2005

Dear Bidder,

Boston Gas Company, Colonial Gas Company, and Essex Gas Company, each d/b/a KeySpan
Energy Delivery New England by their agent KeySpan Corporate Services LLC (“KeySpan”), request
your proposal to manage certain upstream gas supply, interstate transportation and underground storage
assets, as well as provide the Company’s city gate gas supply requirements associated with those gas
supply, interstate transportation and underground storage assets for the period April 1, 2006 through and
including March 31, 2008. At KeySpan’s option, the arrangement could be extended for up to two
additional one-year periods.

Enclosed find the Request for Proposals, with the following exhibits (either attached or to be
provided upon receipt of two executed originals of the Confidentiality Agreement attached as Exhibit H,
as noted):

Exhibit A Notice of Intent to Respond Form (attached),

Exhibit B Bidder Qualification Questionnaire (attached),

Exhibit C Gas Resource Portfolio Management and Gas Sales Agreement (to be provided
upon receipt of Confidentiality Agreement),

Exhibit D Gas Supply, Transportation and Storage Assets (to be provided upon receipt of
Confidentiality Agreement),

Exhibit E Tiered Pricing Structure (to be provided upon receipt of

Confidentiality Agreement),

Exhibit F Storage Rule Curve (to be provided upon receipt of Confidentiality
Agreement),

Exhibit G RFP Evaluation Criteria (attached), and

Exhibit H Confidentiality Agreement (attached).

Your bid is due by 5:00 p.m. EST July 15, 2005.

If you have any questions, please don’t hesitate to contact me in writing by June 30, 2005 at
jpradas@keyspanenergy.com . We will respond to your questions in writing by July 8, 2005. All
questions and responses will be distributed to all potential bidders who have submitted a Notice of Intent
to Respond Form (Exhibit A) and two executed originals of the Confidentiality Agreement (Exhibit H).

Please complete and return the Notice of Intent to Respond Form and Confidentiality Agreement
on or before 4:00 p.m. EST June 30, 2005. While your response on the Notice of Intent to Respond Form
is non-binding, your failure to return the form and the Confidentiality Agreement by June 30 means we
will not send you subsequent correspondence about this RFP, including copies of all questions from
potential bidders and our responses to those questions.

Regards,

Joseph G. Pradas
Director Strategic Execution and Compliance

cnc.
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Attachment AG 1-1(b)

i

Request For Proposals

For
Portfolio Management Services
On Behalf Of
Boston Gas Company, Colonial Gas Company,
And Essex Gas Company, All
D/B/A
KeySpan Energy Delivery New England

Dated: June 17,2005
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REQUEST FOR PROPOSALS

Boston Gas Company, Colonial Gas Company and Essex Gas Company all d/b/a KeySpan
Energy Delivery New England by their agent KeySpan Corporate Services LLC (collectively
“KeySpan”) seek proposals, through this Request for Proposals (“RFP”’), for the provision of gas
portfolio management services.

I PROPOSAL SUBMISSION

All vendors are requested to complete the Notice of Intent to Respond Form on or before 4:00 p.m.
EST on June 30, 2005. The Notice of Intent to Respond is attached hereto as Exhibit A. While your
response on the Notice of Intent to Respond Form is non-binding, your failure to return the form by
June 30 means we will not send you subsequent correspondence about this RFP, including copies of
all questions from potential bidders and our responses to those questions.

In order to receive copies of Exhibits C, D, E, and F hereto, as well as copies of all questions from
potential bidders and our responses to those questions, you must also complete, execute and return
two (2) originals of the Confidentiality Agreement attached hereto as Exhibit H on or before June 30,
2005. This Request for Proposals is deemed confidential and shall be shown only to the Bidder’s
personnel who have a need for the information contained herein for the purposes of preparing the
Bidder’s response. Bidder may request that specific information contained in or relative to its
response be treated by KeySpan on a confidential basis. Such a request shall be clearly stated on
every page of the response on which confidential information may appear. KeySpan and its
representatives shall take reasonable steps to protect information that is clearly identified as
confidential from disclosure to third parties. Bidders should understand that KeySpan may deem it
necessary to disclose confidential information regarding the Request for Proposals. Upon request by
Bidder and at Bidder’s expense, KeySpan shall request that, in connection with any submission to
any governmental authority having jurisdictional or oversight responsibilities for KeySpan
procurement activities, any information designated as confidential by the Bidder shall be afforded
competitively sensitive and proprietary status under the applicable regulations and thus protected
from disclosure to third parties; provided, however, that KeySpan does not guarantee that Bidder’s
information shall be granted such status. In no event shall KeySpan be liable for damages resulting
from any inadvertent disclosure of confidential information.

Four (4) hard copies (in a sealed package or packages) and one electronic copy of your proposal are
due no later than 5:00 pm EST on July 15, 2005. All materials should be delivered to:

Joseph G. Pradas

Director Strategic Execution and Compliance
KeySpan

303 Merrick Road

Suite 501

Lynbreok, NY 11563
jpradas@keyspanenergy.com

Proposals received after this deadline will not be considered, nor will faxed proposals, whenever
received. Interviews of the top-qualifying firms may be conducted at KeySpan’s discretion.
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All contact and questions with regard to this RFP must be made only through the KeySpan
Selected Representative. Vendors are encouraged to contact the KeySpan Selected
Representative with questions and/or clarifications that vendors may have regarding
understanding and answering this RFP. No other contact regarding this RFP with parties within
or assoctated with KeySpan will be allowed during the RFP period and will be grounds for
disqualification.

For the purposes of this RFP, the KeySpan Selected Representative is:

Joseph G. Pradas

Director Strategic Execution and Compliance
KeySpan

303 Merrick Road

Suite 501

Lynbrook, NY 11563
ipradas@keyspanenergy.com

All questions regarding this RFP must be submitted in writing through email to
ipradas@keyspanenergy.com on or before June 30, 2005, by 4:00 EST. KeySpan will
respond with written answers by July 8, 2005. KeySpan will provide all questions and
responses to all potential bidders who have returned a Notice of Intent to Respond Form
and Confidentiality Agreement.

KeySpan will not reimburse Bidders for any expenses incurred in connection with this RFP including
the costs of preparing the response and/or providing any additional information and travel expenses
relating to an interview. All material that is submitted in response to this RFP will become the sole
property of KeySpan.

IL PROPOSAL REQUIREMENTS

Following is a listing of the information to be included in the proposal. A proposal that does not
include all of the information requested below shall be deemed non-responsive and subject to
rejection. The proposal must respond to all the areas listed below, in the order listed, and
conclude with a separate section on Bidder’s proposed fees/pricing to provide the services.

A. Management and Qualifications

KeySpan contemplates negotiating a definitive agreement with a firm having demonstrated
capability in cost-effective natural gas supply portfolio management and risk management and,
where applicable, commodity transportation and storage. KeySpan believes it is appropriate that
each Bidder state its qualifications in each of these and any other relevant areas as part of its bid
submittal. KeySpan seeks verifiable information demonstrating financial strength and experience
in the field of energy supply portfolio management, risk management, commodity transportation
and storage. To that end, KeySpan requires that the Bidders:
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. Provide the name, title, address, telephone and fax numbers, and e-mail address of at least two

individuals KeySpan should contact with respect to your proposal. Identify one of these
individuals as the primary contact available to KeySpan throughout the RFP process.

. Complete the Bidder Qualification Questionnaire attached hereto as Exhibit B.

B. Other

Identify any exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions. The nature and extent of exceptions, if any, taken
by a Bidder to the Agreement will be a factor considered by KeySpan when evaluating the
proposals. In the absence of defined exceptions, your proposal will be accepted as in total
compliance with these documents.

This RFP does not commit KeySpan to award a contract, pay any costs associated with the
preparation of a proposal, or procure or contract for services of any kind whatsoever.
KeySpan reserves the right, in its sole discretion, to accept or reject any or all responses to
this RFP, to negotiate with any and all considered firms, or to cancel this RFP in whole or in
part. KeySpan reserves the right to request additional information from any or all Bidders.

Your response to this RFP will serve as the basis for any agreement between the parties, and
will represent a firm offer to provide to KeySpan the gas portfolio management services as
detailed in this RFP and the attached exhibits. Statements made in your proposal are
binding; therefore, a representative of your company that is authorized to do so must sign
your proposal. Your firm is required to honor the price quote and other terms in your
proposal until November 1, 2005. The price you quote must be inclusive of all hardware,
software, services, and taxes required for performing the gas portfolio management services.
If your price excludes certain fees or charges, you must provide a detailed list of fees witha
complete explanation of the nature of these fees.

Prior to the time and date designated for receipt of proposals, any proposal already submitted
may be modified or withdrawn by notice to the party receiving the proposals at the place
designated for receipt of proposals. Such notice shall be in writing and signed by the Bidder
prior to the date and time set for the receipt of proposals, and shall be so worded as not to
reveal the key provisions, including but not limited to pricing terms, of the original proposal.
Withdrawn proposals may be resubmitted, and modified proposals may be submitted, up to
the date and time designated for the receipt of proposals provided that they are then fully in
conformance with the RFP.

KeySpan may waive minor informalities or irregularities in a proposal that are merely a
matter of form and not substance and the correction of which would not be prejudicial to
other proposals. Failure to submit a proposal on time will not be waived by KeySpan
under any circumstance.
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C. Errors and Omissions in the RFP

If a vendor discovers any ambiguity, conflict, discrepancy, omission or other error in this RFP, it
should immediately notify Joseph Pradas, in writing, of such error and request clarification or
modification to the RFP.

If a Bidder fails to notify KeySpan of a known error or an error that reasonably should have been
known prior to the final filing date for submission, the Bidder assumes the risk. If awarded the
contract, the Bidder shall not be entitled to additional compensation or time by reason of the error or
its late correction.

Should KeySpan find it necessary, it will make modifications to the RFP by addenda. Such
modifications may be given by written notice to all parties who have been furnished an RFP.

1. OVERVIEW AND OBJECTIVE

Boston Gas Company, Colonial Gas Company, and Essex Gas Company all d/b/a KeySpan Energy
Delivery New England operate in the Commonwealth of Massachusetts as regulated natural gas
distribution utilities. As such, KeySpan is responsible for all aspects of the management of gas
supply, transportation and storage assets that comprise its portfolio as well as the economic dispatch
of liquefied natural gas (“LNG”) storage. KeySpan’s priority is the reliability of gas supply for its
firm gas customers. KeySpan strives to achieve this on a least-cost basis.

KeySpan is responsible for: planning the long-term strategic and short-term daily optimizatton of its
natural gas portfolio; procuring natural gas supplies for its utility customers; marketing gas supply
and services to off-system customers (as part of maximizing the value of the portfolio for utility
ratepayers); reconciling pipeline and supplier invoices; and performing other accounting and
administrative activities. KeySpan’s Unbundling Program requires mandatory assignment of capacity
for marketers whose aggregation pools reach certain capacity thresholds and adjustments (additional
assignment of capacity or recall of capacity) if the marketer’s pool increases or decreases by a certain
amount. The assignment program is based on a “slice of the system” approach under which each
marketer is given a prorated share of each of KeySpan’s contracts serving their aggregation pool.
Recalls and reassignments of capacity when required are effective the first of each month.

KeySpan manages the natural gas requirements of approximately 820,000 natural gas customers
whose consumption totals approximately 122 Bcf annually (normalized) with a 1.2 Bcef peak day.

KeySpan requests proposals for the provision of portfolio management services. The objective of
the portfolio management agreement is to enable KeySpan to continue to provide reliable service to
its gas customers at the least possible cost. The Agreement for these portfolio management services
will have an initial term of two years commencing April 1, 2006, and an option, at KeySpan’s
discretion, to extend the term for up to two additional one-year periods. In connection with the use
of KeySpan’s gas supply, transportation and storage assets identified in Exhibit D attached hereto
(the “Assets™), Bidders may propose a guaranteed payment to KeySpan, a sharing of net profits, a
combination of the two, or any other similar arrangement in which value can be easily quantified.
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IV. SCOPE OF SERVICES

KeySpan will assign or release to the successful Bidder (“Portfolio Manager”) the Assets, unless
the asset is identified on Exhibit D as “Company Managed,” subject to KeySpan’s ongoing right
to modify the Assets. The Portfolio Manager shall provide bundled gas supply service to
KeySpan pursuant to the Agreement through the use of the Assets and/or the use of other gas
supply assets it owns or procures separately.

Subject to satisfaction of its requirements under the Agreement, Portfolio Manager shall have the
right to utilize the Assets to generate additional revenues. In connection with the Assets, the
Portfolio Manager shall be responsible for all day to day scheduling, nominations, notifications,
risk management services, billing, payment and administration. Portfolio Manager shall be liable
for all costs incurred in connection with the Assets during the term of the Agreement and shall be
- responsible for prompt payment of all invoices in connection therewith.

Without the express written consent of KeySpan, Portfolio Manager shall not amend or modify
the Assets. Further, Portfolio Manager shall comply with all contractual requirements of the
Assets and shall not take any action that will diminish the value of such Assets. In connection
with its utilization of the Assets, Portfolio Manager shall comply with all laws, rules and
regulations of the Federal Energy Regulatory Commuission (“FERC”), the Massachusetts
Department of Telecommunications and Energy (“DTE”) and any other governmental or
regulatory body having jurisdiction. Portfolio Manager shall provide KeySpan with such reports
and documentation as KeySpan determines are required to satisfy KeySpan’s internal accounting
requirements, to satisfy requests by regulatory agencies, and as are otherwise deemed necessary
by KeySpan. Bidders should include as part of their bid response package examples of the types
of reports that they are willing and able to provide to KeySpan and the frequency with which
those reports could be made available.

V. AGREEMENT

Gas Supply Obligations: Pursuant to the Agreement, Portfolio Manager shall be obligated to
satisfy KeySpan’s (“Buyer’s”) gas supply requirements as follows:

Portfolio Manager will manage certain upstream gas supply, interstate transportation and
underground storage assets and provide a bundled city gate service to meet Buyer’s gas
supply requirements associated with these assets over the Term. Additionally, upon hitting a
storage ratchet based on Buyer’s Paper Storage Balance, Seller shall remain obligated to sell
and deliver up to Buyer’s MDQ; however, in that event, Buyer may elect to satisfy its city
gate requirements through the utilization of Company Managed Assets and/or the purchase
from a third party up to Buyer’s MDQ.

Portfolio Manager will provide Buyer up to the total requirements on the Tennessee and
Algonquin interstate pipelines (See Exhibit D). This MDQ may change on a monthly basis
subject to Buyer’s state-approved gas unbundling program.

00019



Buyer will nominate to Portfolio Manager on a daily, intraday and monthly basis its city gate
gas supply requirements associated with the released/assigned assets.

In each contract year during the Term, Portfolio Manager will (i) by October 31, fill all of
Buyer’s storage requirements to at least 95% of the Storage Rule Curve, (ii) by December 1%,
be at the Storage Rule Curve, and (iii) by the end of each Month thereafter up through and
including April, maintain storage levels of no less than the lower of the Paper Storage
Balance or the Storage Rule Curve. Portfolio Manager will be allowed to fall below these
Storage Rule Curve requirements during any month so long as by the third business day prior
to the end of such month the storage level meets or exceeds the lower of the Paper Storage
Balance or the Storage Rule Curve.

Price: Buyer intends to pay Portfolio Manager for gas supply as follows:

a. Demand Charges — Buyer will reimburse Portfolio Manager for all demand
charges associated with the Assets reasonably incurred and paid by Portfolio Manager in
connection with the use of the Assets to meet Buyer’s gas supply requirements.

b. Variable Charges — For gas delivered by Portfolio Manager pursuant to the
Agreement, Buyer will pay Portfolio Manager in accordance with the Tiers and the order set by
KeySpan for the Tiers as described in the Agreement. The Tiered Pricing Structure for April 1,
2006, and November 1, 2006 is attached hereto as Exhibit E.

C. Revisions - Buyer will have the right to revise the foregoing tiered pricing
structure to reflect revisions in the Assets (e.g., as assets terminate in the event contracts are not
renewed) and/or significant market changes. Buyer will make any such revisions to the Tiered
Pricing Structure on September 15™ for the succeeding November through April period and
monthly, May through October, during Bid Week. Such revisions may result in additions to or
deletions from the Assets listed in Exhibit D.

Exhibit G sets forth the criteria upon which Bidders’ responses will be evaluated.
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Attachment AG 1-1(c)

Exhibit A

~ Notice of Intent to Respond

All vendors are requested to complete the following form, indicating whether or not they intend
to participate in KeySpan’s RFP process no later than 4:00 p.m. EST on June 30, 2005,

Gas Resource Portfolio Management Services
To:  Joseph G. Pradas
Director Strategic Execution and Compliance
KeySpan
303 Merrick Road, Suite 501
Lynbrook, NY 11563
ipradas@keyspanenergy.com
Fax (516) 256-2814

From: Company Name

Company Address

Contact Name

- City, State, Zip

Phone Cell Phone

Fax

Email Address

Vendor agrees to the terms outlined in the RFP. Vendor further acknowledges that KeySpan is in no
way obligated to purchase any good or services until such time as contracts and agreements are
executed, if indeed your firm is chosen for future consideration in the selection process. While your
response on this form is non-binding, your failure to return the form by June 30, 2005 means
KeySpan will not send you subsequent correspondence about this RFP, including copies of all
questions from potential bidders and KeySpan’s responses to those questions.

Please indicate whether or not you intend to submit a propesal to the RFP:

We intend to submit a proposal to the RFP no later than July 15, 2005:

YES NO

Company Name Date

Contact Name & Title (please print)
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Exhibit B

Bidder Qualification Questionnaire

Identify any prior or current work for Boston Gas Company, Colonial Gas Company, Essex
Gas Company, or KeySpan Corporation, including any subsidiaries or affiliates.

Describe the team that will be assigned to this engagement, including past experience
providing the same or similar services as requested in the RFP. Identify the individuals who
will be involved and the primary role and responsibilities of each member. Provide resumes
for these individuals.

Identify any subcontractors and agents that may be utilized as part of your firm’s proposed
team.

Identify any additional tasks (e.g., on-going or one-time) that your firm believes need to be
covered in this engagement that were not identified in the Scope of Services section or the
form of Gas Resource Portfolio Management and Gas Sales Agreement (“Agreement”)
attached hereto as Exhibit C . Describe why you believe each task is relevant.

Provide the name, address and telephone number of at least three references for whom you
have provided similar services.

Discuss any past or present civil or cniminal investigations, pertinent litigation and/or
regulatory action involving your firm or any of its employees that could impact your firm’s
role or ability to perform the relevant services, including the strength of its financial
commitments and guarantees. If none, include a statement that there are no past or present
civil or criminal legal investigations, or pertinent litigation and/or regulatory actions that
could impact your ability to serve in the required capacity.

List all mergers or acquisitions that your company has been a party to in the past five years.
List all previous names under which business was conducted and the year the merger or
acquisition was completed. State how these mergers or acquisitions have improved your
organization’s ability to operate and serve its customers.

State whether your company ever filed for bankruptcy. If it has, state when and explain.
Provide your company’s Dun & Bradstreet DUNS number.

Provide evidence of your capabilities to create and maintain records and provide
documentation that will permit KeySpan to meet its contractual and/or regulatory reporting

requirements in a timely manner. KeySpan may perform an initial audit of each Bidder during
the proposal evaluation process.
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13.

14.

11. Provide information sufficient to establish suitable creditworthiness relative to the level of
financial risk KeySpan would assume if it accepts your proposal. This information will be
reviewed by KeySpan’s Credit Department.

12. Provide your (or your guaranteeing parent’s, if applicable) audited annual report and Form 10-
K for the most recent full fiscal year and previous two years. If a Form 10-K is unavailable,
provide documentation regarding investments, size and type of borrowings, ability to add
additional debt and credit quality.

Areas of Expertise - Energy Supply Portfolio Management

Please describe in detail your organization’s expertise and experience in the following

areas:
Natural gas;
b. Upstream gas transportation and optimization of storage management;
c. Financial instruments and techniques used to manage risk involving:
i. Natural gas; and
11. Basts for natural gas.

d. Gas and utility asset management and interface with related operations personnel
including type of assets managed, size, activity, length of agreement, location and any
other pertinent information;

e. Information systems support - gas and risk management transactions;

f. Logistical or back office support;

g. FERC and Massachusetts DTE regulatory matters; and

h. Economic analysis in commodity markets.

Strengths

Please address the strengths of your organization as follows:

a.

Describe how you would integrate your current market participation in the
Northeastern United States with the services under this RFP;

Describe your organization’s strengths as an energy manager in the Northeast energy
market;

Provide information relating to specific energy assets owned, including location,

quantity and any other pertinent information;
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15.

16.

Describe your organization’s size in relation to other gas and power marketers and the
importance of relative size to successfully provide energy supply portfolio
management services;

Describe what sets your organization apart from other large energy service
companies;

Describe any recent innovations initiated by your organization in the area of gas
supply or derivatives;

Describe any unique concepts by which your organization would provide the services
under this RFP to KeySpan, including the enhanced value such concepts would bring
to the KeySpan companies; and

Describe the size and experience of your gas scheduling department, specifically in

the Northeast.

Expenience Level

a.

State the energy commodity (gas, power, oil and emissions) that your organization has
the least experience trading or that provides you with the smallest profit margin; and
Describe the assets that your organization requires to strengthen its position in the

energy marketplace.

Corporate Strategy

Please address the corporate strategy and experience of your organization as follows:

a.

Discuss your organization’s strategy and experience regarding services for other
energy companies;

Describe the optimum corporate structure and asset portfolio of a premier Northeast
energy trading entity;

Describe the optimum corporate culture of an energy manager providing the services
under this RFP;

Describe how you would perform the services under this RFP to compete successfully
in the Northeast energy marketplace;

Describe what authority level limits will apply to your organization from any parent

entity, if any, regarding your performance of the services under this RFP.
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18.

19.

Regulatory Matters

a.

Describe any concerns that your organization would have if it were required to abide
by KeySpan’s existing regulatory constraints.
Describe your organization’s knowledge of gas and electric utility rates and

ratemaking practices.

Conflicts of Interest

a.

Identify all potential conflicts of interest, including any related regulatory issues,

which might arise in connection with the performance of the proposed services under

this RFP, including, but not limited to:

i. management of other energy assets in Northeast region;

it managerr‘l‘ent of your organization’s assets; and

iri. sales or management of gas and/or electric within KeySpan’s service territory and
neighboring areas; and

Describe potential methods to eliminate or otherwise address the conflicts of interest

and related regulatory compliance issues described above.

Additional Information

a.

b.

C.

Please offer any additional information that will help KeySpan differentiate your
organization from others as far as the value you bring to the proposed portfolio
management arrangement.

Describe the type of gas management system that you use

Describe the type of risk management system that you use.

Transition Plans

Describe your plans to transition the Portfolio Manager function to your organization

for the term of the agreement. Describe your plans to transition this function to another

organization once the agreement has terminated.
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Exhibit C

Form of Service Agreement

To Be Provided Upon Receipt of Confidentiality Agreement
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J Exhibit D

Gas Supply, Transportation and Storage Assets

To Be Provided Upon Receipt of Confidentiality Agreement
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Exhibit E
Tiered Pricing Structure

To Be Provided Upon Receipt of Confidentiality Agreement

00028



Exhibit F
Storage Rule Curve

To Be Provided Upon Receipt of Confidentiality Agreement
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Exhibit G

RFP Evaluation Criteria

Criteria Points

Price (Least Cost Planning) 35
Experience 20
Flexibility 15
Contract Exceptions (minimum #) 10
Creditworthiness 20

Total 100
Price:

e Favorable commodity pricing terms to meet firm sendout requirements

e Management Fee payable to KeySpan

Experience:

e Overall asset management experience
e Familiarity with the Northeast market

e Ability to meet generally accepted industry reporting requirements

Flexibility:

Access to storage
Peaking services
Lack of conflict of interest

Contract Exceptions:

e Fewest number of material contract exceptions

Creditworthiness:

¢ Financial integrity
e Financial strength
L ]

e Reputation

Standard & Poor’s and Moody’s credit rating

Diversity of supply, including reserves and production area resources
Ability to rely on additional resources to ensure supply reliability
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Exhibit H
CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement ("Agreement"), entered into and effective as of the
day of , 2005 (the "Effective Date"), is by and between ,a
corporation (“ ””), with its principal place of business at
, and Boston Gas Company, Colonial
Gas Company, and Essex Gas Company, all d/b/a KeySpan Energy Delivery New England
(“KeySpan”), with its principal place of business located at 52 Second Avenue, Waltham,
MA, 02451 by its agent KeySpan Corporate Services LLC. and KeySpan shall
be referred to individually as a "Party” and collectively as the "Parties" in this Agreement.

Recitals:
A. The Parties wish to discuss the possibility of providing portfolio
management services to KeySpan (the "Proposed Undertaking").

B. The Parties expect that in furtherance of or in connection with the Proposed
Undertaking, the Parties will receive Confidential Information (as defined below) from each other.

C. The Parties wish to define in this Agreement their respective rights and obligations
with respect to Confidential Information.

In consideration of the mutual agreements, covenants, and conditions contained herein, the
Parties agree as follows:

1. Confidential Information. As used herein, the term "Confidential Information" means
information that is of a non-public and confidential nature to the Party disclosing such
information (the "Disclosing Party") revealed directly or indirectly to Receiving Party in
connection with the Proposed Undertaking, whether written, electronic, graphic or oral,
including, but not limited to any and all information and data exchanged as part of the Request
for Proposals for Portfolio Management Services on Behalf of Boston Gas Company, Colonial
Gas Company, and Essex Gas Company, all d/b/a KeySpan Energy Delivery New England, and
any and all information and data, technical or non-technical relating to the Disclosing Party’s
products; past, present and future sales, marketing, and trading information; business strategies;
nominating, scheduling, accounting, billing, and reporting data; and commercial and financial
trade secrets.

2, Exceptions. Notwithstanding the provisions of Section 1, the term "Confidential
Information" shall not include any information received by a Party (the "Receiving Party") from the
Disclosing Party, to the extent such information:

(1) was, prior to disclosure by the Disclosing Party, available to the Receiving Party on a
non-confidential basis, or was otherwise in the public domain other than through the
act or omission of the Receiving Party or its Representatives;
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(i)  isorbecomes, at the time of or following disclosure, available to the Receiving Party
or the public (other than as a result of disclosure in violation of this Agreement) from
a source other than the Disclosing Party; or

(i)  is independently developed by the Receiving Party without relying on the
Confidential Information, as evidenced by written records.

3. Limitations on Disclesure. The Receiving Party may not disclose Confidential Information
received hereunder to any other person or party, except that Confidential Information may be
disclosed (i) when requested or required to be disclosed to a third party to whom the Receiving Party
is or becomes legally compelled by any governmental, judicial, or regulatory authority with
Jurisdiction to make disclosure of Confidential Information (e.g., by order, deposition, interrogatory,
investigative demand, request for documents, subpoena or similar process or rule of procedure,
statute, regulation or at common law), but only to the extent such disclosure is actually required, and
(11) to any of the Receiving Party’s affiliates, sharcholders, members, partners, directors, officers,
employees, agents, contractors, subcontractors, necessary consultants, counsel, advisors, accountants
or lenders (collectively, "Representatives") who are directly involved in and require access to such
Confidential Information in connection with the Proposed Undertaking.

Inthe event the Receiving Party is required to disclose Confidential Information under (i) above, the
Receiving Party shall inform the requesting party of the confidentiality requirements of this
Agreement prior to disclosing any such Confidential Information; shall give prompt notice of the
existence, terms and circumstances surrounding such request or requirement to the Disclosing Party -
and afford the Disclosing Party opportunity to review the information so that the Disclosing Party
may seek, at its sole cost and expense, a protective order or other relief in the appropriate forum
and/or waive compliance by the Receiving Party with the terms of this Agreement; shall limit any
such disclosure to the scope of the requirement or request; and shall exercise its reasonable efforts to
obtain reliable assurance that confidential treatment will be accorded such Confidential Information.

Each of the Parties agrees that (x) any of its Representatives to whom Confidential Information is or
may be disclosed will be informed of the confidential or proprietary nature thereof and will be
required to abide by the Receiving Party's obligations under this Agreement, and (y) each Party shall
be responsible for any unauthorized use or disclosure of Confidential Information by any of its
Representatives.

4. Limitations on Use.  Absent the express written consent of the Disclosing Party,
Confidential Information disclosed hereunder may be utilized by the Receiving Party only for the
purpose of evaluating possible transactions in connection with and negotiating the possible terms of
agreements relating to the Proposed Undertaking and for no other purpose. Upon disclosing
Confidential Information to Representatives, the Receiving Party shall advise same of the
confidential nature thereof, and shall take necessary and reasonable precautions to prevent the
unauthorized disclosure of such information by such parties.

S. Reservation of Rights. The Parties agree that: (i) all nghts to Confidential Information
disclosed pursuant to this Agreement are reserved to the Disclosing Party; (ii) nothing in this

2
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Agreement shall diminish or restrict in any way the rights that each Party has to market, lease, sell, or
otherwise make available its products and services to any customer or third party; and (iii) no license
or conveyance of any rights under any discoveries, inventions, or patents is granted or implied by
either Party to the other.

6. Disclosure Rights. Notwithstanding anything to the contrary in this Agreement, the
Disclosing Party represents and warrants that it may rightfully disclose or make available all
Confidential Information disclosed to the Receiving Party hereunder without violating or being in
breach of any contractual, fiduciary or other obligation to any person.

7. No Warranties. Neither the Disclosing Party nor any of its Representatives make any
representation, warranty or covenant as to the Confidential Information, including, without
limitation, the accuracy or completeness of the Confidential Information or fitness of the
Confidential Information for a particular use. The Receiving Party acknowledges that the
Disclosing Party and its Representatives shall not have any liability to the Receiving Party or its
Representatives resulting from the provision to or use by the Receiving Party or its
Representatives of Confidential Information.

8. No Obligation to Disclose or Proceed. This Agreement does not and shall not be
construed to obligate either Party to disclose Confidential Information to the other Party.
Disclosure of Confidential Information shall be at the sole discretion of the Disclosing Party.
The Parties hereto understand and agree that unless and until a definitive agreement has been
executed and delivered, no contract or agreement providing for a transaction between the Parties
shall be deemed to exist between the Parties, and neither Party will be under any legal obligation
of any kind whatsoever with respect to such transaction by virtue of this or any written or oral
expression thereof, except, in the case of this Agreement, for the matters specifically agreed to
herein. For purposes of this Agreement, the term “definitive agreement” does not include an
executed letter of intent or any other preliminary written agreement or offer unless specifically so
designated in writing and executed by both Parties. This Agreement neither obligates a Party to
deal exclusively with the other Party nor prevents a Party or any of its affiliates from competing
with the other Party or any of its affiliates. :

9. Return of Confidential Information. The Receiving Party, upon the Disclosing Party's
written request, shall return to the Disclosing Party as soon as practicable, but in no event later than
thirty (30) days from the date such request is received, all Confidential Information provided to the
Receiving Party and in its possession or in the possession of its Representatives. In lieu of returning
the Confidential Information, the Receiving Party, in its sole discretion, may elect to destroy all
Confidential Information in its possession and in the possession of its Representatives, and shall
certify such destruction in writing to the Disclosing Party. Notwithstanding the foregoing, (i) the
Receiving Party shall not be obligated to return or destroy any documents created by it that reflect or
refer to Confidential Information and (ii) the Receiving Party may create and retain an abstract
describing the type of Confidential Information that it receives sufficient to document the nature and
scope of the Parties’ discussions under this Agreement. Any such documents or abstract so created
will be subject to the other restrictions of this Agreement,
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10.  Governing Law. This Agreement, and all claims arising hereunder, shall be governed by
and construed under the laws of the State of Massachusetts, without regard to principles of conflicts
of laws calling for application of the laws of another state.

11.  Injunctive Relief. The Receiving Party acknowledges and agrees that, without prejudice to
any other right and remedy available to the Disclosing Party, the Disclosing Party shall be entitled (i)
to apply for injunctive relief and specific performance of the terms hereof, and (ii) to recover all
reasonable costs and expenses, including attorneys” fees and other legal costs, from the Receiving
Party if awarded for legal action taken in connection with any breach or threatened breach by the
Receiving Party or its Representatives of any of the provisions of this Agreement. The Parties agree
and acknowledge that monetary damages and other forms of legal damages would be inadequate in
the event of a breach of this Agreement.

12. No Consequential Damages. ANY OTHER PROVISION OF THIS AGREEMENT
NOTWITHSTANDING, NEITHER PARTY SHALL BE LIABLE TO THE OTHER PARTY
HEREUNDER FOR ANY SPECIAL, INDIRECT, INCIDENTAL, CONSEQUENTIAL, PUNITIVE
OR EXEMPLARY DAMAGES OF ANY KIND OR CHARACTER, INCLUDING LOST PROFIT
OR LOSS OF BUSINESS OPPORTUNITY, UNDER WHATEVER CAUSE OF ACTION,
WHETHER CONTRACT, TORT (INCLUDING NEGLIGENCE, WHETHER SOLE, JOINT OR
CONCURRENT, OR STRICT LIABILITY) OR INDEMNITY, ARISING OUT OF THIS
AGREEMENT.

13.  No Waiver. Subject to applicable statutes of limitation, no failure or delay, in whole or in
part, by the Disclosing Party in exercising any right hereunder shall operate as a full or partial waiver
of such right.

14.  Entire Agreement. This Agreement represents the entire agreement of the Parties
concerning the subject matter hereof and supersedes all prior agreements between the Parties, and no
other agreement, written or oral, exists between the Parties concerning the subject matter hereof.

15.  No Third Party Beneficiaries. This Agreement is intended for the benefit of the Parties
hereto and is not intended to and does not confer any benefit to third parties.

16. Amendments. No amendment, modification or change to this Agreement shall be
enforceable unless reduced to writing and executed by both Parties. This Agreement comprises the
full and complete agreement of the Parties hereto with respect to the subject matter hereof and
supersedes and cancels all prior communications, understandings and agreements between the Parties
hereto, whether written or oral, expressed or implied with respect to the subject matter hereof.

17.  Assignment. This Agreement may not be assigned by either Party without the prior written
consent of the other Party, which consent shall not be unreasonably withheld, conditioned or delayed,
provided however that this Agreement may be assigned by a Party without the consent of the other
Party to any subsidiary or affiliate of the assigning Party, provided that the assignor shall not be
released from the terms and conditions hereof. Upon any assignment made in compliance with this
Section 17, this Agreement shall inure to and be binding upon each assignee of the assigning Party.
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18.  Multiple Counterparts. This Agreement may be executed in counterparts, each of which
shall be deemed to be an original and all of which shall constitute one and the same document.

19.  Notices. Any notice or other communications required or permitted to be given pursuant
to this Agreement shall be confirmed in writing and shall be deemed properly given when hand
delivered; sent by overnight mail service; mailed certified mail, return receipt requested, or
transmitted by facsimile with date and sending Party identified to the following addresses:

Attn:
Title:

Address:
Address:

Telephone:

Facsimile:

For KeySpan:

Attn:  Joseph G. Pradas
Director Strategic Execution and Compliance
KeySpan
303 Merrick Road
Suite 501
Lynbrook, NY 11563
jpradas@keyspanenergv.com
Telephone: (516) 596-3520
Facsimile: (516) 256-2814

With a Copy to: KeySpan Corporate Services LLC
175 East Old Country Road
Hicksville, New York 11801
Attn: Assistant General Counsel Commercial
Transactions
Telephone: (516) 545-3745
Facsimile: (516) 545-5029

20.  Term and Survival. This Agreement shall be in effect commencing on the effective date
hereof for a period of two (2) years unless superseded at an earlier date by the confidentiality

provisions of a definitive agreement.
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IN WITNESS WHEREOF, the Parties have entered into this Agreement effective as of the
Effective Date.

BOSTON GAS COMPANY,
COLONIAL GAS COMPANY, AND
ESSEX GAS COMPANY ALL D/B/A
KEYSPAN ENERGY DELIVERY NEW
ENGLAND,

BY THEIR AGENT

KEYSPAN CORPORATE SERVICES
LLC

By: By:

Name: Name:

Title: Title:
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Attachment AG 1-1(i)

Cheryl M. Kimball

-------- Original Message --------

Subject: Team Meeting - NE Insourcing Initiative

Date: Wed, 01 Jun 2005 15:32:45 -0400

From: Ann Marie Levine <alevine@keyspanenergy.com>

Organization: KeySpan

To:  John V Vaughn <jvaughn@keyspanenergy.com>, tkain
<tkain@keyspanenergy.com>, MARK J LEIPPERT
<mleippert@keyspanenergy.com>, STEPHEN A MC CAULEY
<smecauley@keyspanenergy.com>, Thomas P ONeill
<toneill@keyspanenergy.com>, Dino C Papetti

<dpapetti@keyspanenergy.com>, "John E. Allocca"
<jallocca@keyspanenergy.com>, CECIL BROOKS <cbrooks@keyspanenergy.com>
"Nancy C. Cianflone" <ncianflone@keyspanenergy.com>, "Nancy G. Culliford”
<nculliford@keyspanenergy.com>, Jennifer Feinstein
<jfeinstein@keyspanenergy.com>, "Theodore E Poe Jr."
<tpoe@keyspanenergy.com>, Lori Ramos Marilla <Imarilla@keyspanenergy.com>,
"Melissa A. Reges” <mreges@keyspanenergy.com>, "M. Margaret Fabic”
<mfabic@keyspanenergy.com>, James G Holodak Jr
<jholodak@keyspanenergy.com>, Richard A Visconti
<rvisconti@keyspanenergy.com> CC: Michael A Walker
<mwalker@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.com>,
Richard A Rapp Jr <rrapp@keyspanenergy.com>, Donna Laura
<dlaura@keyspanenergy.com>, NANCY NIEVES <nnieves@keyspanenergy.com>

Hi ali,

Joe Pradas would like to invite you to a team meeting on Friday, June 3 at
10:30am. The meeting will be videoconferenced in Waltham, Room 21-24 in
MetroTech and the West Conference room in the 100 building in Hicksville.
The call in number for anyone who can not attend in person is
718-403-6130, Conference ID 630467.

If you have any questions, please give me a call at 516-596-3503 or send
me an e-mail.

Thanks.

Ann Marie
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Cheryl M. Kimball

------- Original Message —------

Subject: Re: Team Meeting - NE Insourcing Initiative
Date: Wed, 08 Jun 2005 16:24:52 -0400

From: Ann Marie Levine <alevine@keyspanenergy.com>
Organization: KeySpan

To:  John V Vaughn <jvaughn@keyspanenergy.com>, tkain
<tkain@keyspanenergy.com>, MARK J LEIPPERT
<mieippert@keyspanenergy.com>, STEPHEN A MC CAULEY
<toneill@keyspanenergy.com>, Dino C Papetti
<dpapetti@keyspanenergy.com>, "John E. Allocca"
<jallocca@keyspanenergy.com>, CECIL BROOKS <cbrooks@keyspanenergy.com>

<nculliford@keyspanenergy.com>, Jennifer Feinstein
<jfeinstein@keyspanenergy.com>. "Theodore E Poe Jr."
<{poe@keyspanenergy.com>, Lori Ramos Marilla <imarilla@keyspanenergy.com>,
"Melissa A. Reges” <mreges@keyspanenergy.com>, Cynthia R Clark
<cclark@keyspanenergy.com>, James G Holodak Jr
<jholodak@keyspanenergy.com> CC: Richard A Visconti
<rvisconti@keyspanenergy.com>, Michael A Walker
<mwalker@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.com>,
Richard A Rapp Jr <rrapp@keyspanenergy.com>, Donna Laura
<dlaura@keyspanenergy.com>, NANCY NIEVES <nnieves@keyspanenergy.com>,
Joseph F Bodanza Jr <jpodanza@keyspanenergy.com>, ALICIA HERNANDEZ
<ahernandez@keyspanenergy.com>, Joseph G Pradas
<jpradas@keyspanenergy.com> References:

<429E0D5D.5010807 @keyspanenergy.com>

> Hiall,

>

> Joe Pradas is scheduling another team meeting on Monday, June 13 at
> 12:30pm. The meeting will be videoconferenced in Room 21-24 in

> MetroTech, the West Conference room in the 100 building in Hicksville
> and | am still waiting for a call back on a conference room in Waltham
> There will be a call in number also and the number is 718-403-6130,

> Conference ID 630467. Lunch will be provided in MetroTech and

> Hicksville.

>

> If you have any questions, please give me a call at 516-596-3503 or send
> me an e-mail.

>

> Thanks.
>
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> Ann Marie
>
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Cheryl M. Kimball

-------- Original Message --—---—--

Subject: Re: Mass. RFP - Potential List of Bidders

Date: Mon, 13 Jun 2005 11:42:58 -0400

From: Cecil Brooks <cbrooks@keyspanenergy.com>

Organization: KeySpan

To: Joseph Pradas <jpradas@keyspanenergy.com>

CC: Lori Ramos Marilla <Imarilla@keyspanenergy.com>, James G_Holodak Jr

<jholodak@keyspanenergy.com>, Nancy Culliford

<nculliford@keyspanenergy.com>, Thomas P ONeill

<toneill@keyspanenergy.com>, Dino C Papetti <dpapetti@keyspanenergy.com>,

"Theodore E Poe Jr." <tpoe@keyspanenergy.com> References:
<42A7446F.9010209@keyspanenergy.com>

Joe,

Please see the attached file with the ratings. Let me know if there are
any questions. Thanks.

Joseph Pradas wrote:

> Attached is a list of potential bidders for the Mass RFP for Portfolio

> Management Services.

>

> Please review and advise as quickly as possible re: credit status (S&P
> and Moody) of each bidder so as to include/exclude from the final list.
> |t goes without saying that we would only accept investment grade

> companies for consideration.

>

> Thanks.

>
> Joe
>
>
>
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Massachusetts RFP for Portfolio Management Services

List of Potential Bidders
06/08/05

Source:

e Gas Daily (March 14, 2005)
Top North American Gas Marketers

The ratings below are for Standard & Poor’s and Moody’s, respectively.

Unrated companies and companies rated below investment grade by Standard & Poor’s
and/or Moody’s are in bold italics. In addition, please note that in some instances the
exact legal name of the rated entity has been added next to the original name that was
sent to Credit Operations for review.

BP -- BP Corporation of North America: AA+/Aal

ConocoPhillips — ConocoPhillips Company: A-/A3
Sempra — Sempra Energy Company: BBB+/Baal

Coral (Shell) — Coral Energy Holding LP: A-/Not Rated

Nexen: Not Rated/Not Rated

Cinergy — Cinergy Corp.: BBB+/Baa2

ChevronTexaco -- Chevron Texaco Corp.: AA/Aa2
Tenaska: Not Rated/Not Rated

Louis Dreyfus Energy Services: Not Rated/Not Rated
10. Oneok — Oneok Corp.: BBB+/Baal

11. EnCana — Encana Corp.: A-/Baa2

12. ExxonMobil — ExxonMobil Corp.: AAA/Aaa

13. Devon — Devon Energy Corp.: BBB/Baa2

14. Calpine - Calpine Corp. B-/B3

15. Sequent — Not Rated/Not Rated. Parent AGL Resources: A-/Baal

16. Wlliams — Williams Companies: B+/B3

17. Amerada Hess: BBB-/Bal

18. Burlington resources: BBB+/Baal

19. El Paso Merchant Energy: Not rated/Not Rated. Parent El Paso Corp.: B/Caa2

20. Anadarko — Anadarko Petroleum Corp.: BBB+/Baal

21. Centerpoint Energy: BBB/Ba2

22. Enserco: Not Rated/Not Rated

23. Marathan — Marathon Oil Corp: BBB+/Baal

24. Western Gas Resources: Not Rated/Not Rated

VNN B LN =

e Expressed Interest

1. Constellation — Constellation Energy Group: BBB+/Baal
2. Detroit Edison Energy — Detroit Edison Co.: BBB/Baal

o TFinancial houses which are active in gas market and/or KeySpan is exploring
alternate asset management services providers

UBS Warburg: AA+/Aa2
Merrill Lynch: A+/Aa3

el

Deutsche Bank: AA-/Aa3

Morgan Stanley: A+/Aa3 00009



Cheryl M. Kimball

-------- Original Message --—-----

Subject: Final List of Potential Bidders

Date: Tue, 14 Jun 2005 09:41:22 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Nancy Culliford <nculliford@keyspanenergy.com>, Dino C Papetti
<dpapetti@keyspanenergy.com>

FYI. Attached is the final list of potential bidders.

joe
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Massachusetts RFP for Portfolio Management Services
List of Potential Bidders
06/08/05
Revised 6/1405

Source:

Gas Daily (March 14, 2005)
Top North American Gas Marketers

The ratings below are for Standard & Poor’s and Moody’s, respectively.

Lowest Investment Grade Ratines:

S&P: BBB-
Moody’s: Baa3

I'.

" Ek;;}é;s'éii“lﬁté}'e'é{' |

BP -- BP Corporation of North America: AA+/Aal
ConocoPhillips — ConocoPhillips Company: A-/A3
Sempra — Sempra Energy Company: BBB+/Baal
Coral (Shell) Coral Energy Holding LP: A-/Not Rated

W -

8_ EnCana Encana Corp A-/Baa2
9. ExxonMobil — ExxonMobil Corp AAA/Aaa

13 Anadarko Anadarko Petroleum Corp BBB+/Baa1
14, Marathan — Marathon 011 Corp BBB+/BaaI

1. Constellation — Constellation Energy Group: BBB+/Baal
2. Detroit Edison Energy — Detroit Edison Co.: BBB/Baal
3. Tenaska: (Privately Held) Not rated

4. Cargil: (Privately Held) Not rated

Financial houses which are active in gas market and/or KeySpan is exploring
alternate asset management services providers

UBS Warburg: AA+/Aa2
Merrill Lynch: A+/Aa3

Morgan Stanley: A+/Aa3
Deutsche Bank: AA-/Aa3

PR

Note: Companies deleted from the Gas daily list of “Top North American Gas

Marketers” are either not rated or below investment erade.

- Formatted: Underline

-1 Deleted: Unrated companies and :
{ companies rated below investment grade |
by Standard & Poor’s and/or Moody's are |
; in bold italics. In addition, please note i
! that in some instances the exact legal
i name of the rated entity has been added
¢ next to the original name that was sent to
i Credit Operations for review. §

’ Deleted: <#>Nexen: Not Rated/Not
i Rated§

" Formatted: Bullets and Numbering :

"% Deleted: <#>Tenaska: Not Rated/Not

Ratedy
<#>Louis Dreyfus Energy Services: Not
Rated/Not Ratedy

” Deleted: <#>Calpine - Calpine Corp.
| B-/B3Y

" { Deleted: <#>Hlliams — Williams

Companies: B+/B3Y
<#>Amerada Hess: BBB-/Baly

Deleted: <#>El Paso Merchant

Energy: Not rated/Not Rated. Parent El

. .. | Paso Corp.: B/Caa2 q

1 Deleted: <#>Centerpoint Energy:

BBB/Ba2q|

" <#>Enserco: Not Rated/Not Ratedy]

! Deleted: Western Gas Resources: Not

Rated/Not Ratedy
1

\ Formatted: Bullets and Numbering
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Cheryl M. Kimball

------- Original Message ------—-
Subject: Bidder's list contacts - REVISED
Date: Fri, 17 Jun 2005 12:10:23 -0400

From: Dino Papetti <dpapetti@keyspanenergy.com>
Organization: KeySpan Energy

To:  PRADAS, Joseph G <jpradas@keyspanenergy.com>, LEIPPERT, Mark J
<mleippert@keyspanenergy.com>, MC CAULEY, Stephen A
<smccauley@keyspanenergy.com>, Culliford, Nancy G.
<nculliford@keyspanenergy.com>, FEINSTEIN, Jennifer B
<jfeinstein@keyspanenergy.com>, Poe Jr., Theodore E
<tpoe@keyspanenergy.com>

Added Burlington Resources and Marathon Oil.

Dino
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12

Company
Anadarko

BP Energy

Burlington Resources

Cargill

Chevron Texaco

Cinergy

Conoco Phillips

Constellation

Coral (Shell)

Deutsche Bank

Devon

DTE Energy

Contact
Wanda Marcel
1200 Timberloch Place
The Woodlands, Texas 77380

Paul Mugridge

Manager Market Development
BP Energy

501 Westlake Park Bivd.
Houston, TX 77079

Dan McAstocker

Burlington Resources Canada Lid.
2100 - 250 6th S.W.

Calgary, Alberta T2P-3H7

Craig Adams

Director, Marketing & Business Development
Cargill Power & Gas Markets

12700 Whitewater Dr.

Minnetonka, MN 55343-9439

Don Cullum

Regional Director - Gulf Coast
Natural Gas Marketing - U.S.
Chevron Natural Gas

1500 Louisiana Street, Third Fioor
Houston, TX 77002

Chris Fischer - Director, Origination
Cinergy Marketing & Trading, LP
1100 Louisiana St, Suite 4900
Houston, TX 77002

Jeff Brant

Director, NE Origination
ConocoPhillips Gas & Power
5795 Widewaters Parkway #201
DeWitt, NY 13214

David Dahlem
23 Franklin Woods Road
Somers, Ct 06071

Lisset Garza

Shell Trading Gas & Power
909 Fannin St.

Houston, TX 77010

Allan Kessler

Deutsche Bank AG New York
60 Wall Street Sth Floor

New York, NY 10005

Ken Bailard
20 North Broadway, BOC 7.16
Oklahoma City, OK 73102-8260

Sharon Crow

East Origination
DTE Energy Trading
414 S. Main Street
Suite 200

Ann Arbor, M1 48104

Office
(832) 636-7155

(281) 366-2567

{403) 260-8057

(952) 984-3301

(832) 854-5032

{713) 393-6846

(315) 453-7353

(860) 763-5015

(713) 767-5470

(212) 250-8693

(405) 228-8285

(734) 887-2135

Fax
(832) 636-7181

(281) 366-4969

(403) 269-8236

(952) 984-3607

(832) 854-3293

(713) 890-3134

(315) 453-7355

(860) 763-5016

(713) 265-5470

(405) 228-8372

{734) 887-2104

Email
wanda_marcell@anadarko.com

paul.mugridge@BP.com

DMcAstocker@byr-inc.com

craig_adams@cargill.com

doncullum@chevrontexaco.com

chris fischer@cinergy.com

jeff.brant@conocophillips.com

david.dahlem@consteliation.com

igarza@coral-energy.com

allan.kessler@db.com

ken.ballard@dvn.com

crows@dteenergy.com
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15

16

17

18

19

20

21

22

23

Company
EnCana

ExxonMobil

Marathon Oit

Merrill Lynch

Morgan Stanley

ONEOK

Sempra

Sequent

Sprague

Tenaska

UBS Warburg

Contact
Haig Vejprava
Director of Marketing
1800, 855 2nd Street S.W.
P.0O. Box 2850
Calgary, Alberta
T2P 2S5

Guangtao Zhu

ExxonMobil Gas & Power Marketing
800 Bell Street, Room 3562R
Houston, TX 77002

Jim Bowden

Marathon Oil

P.O.Box 3128

Houston, TX 77253-3128

David Stratton

Lon Tiemann

Chris Beggins

20 East Greenway Plaza Suite 700
Houston, TX 77046

Robert Faitell

Morgan Stanley
Trading Floor

2000 Westchester Ave.
Purchase, NY 10577

Phill May

Director of Origination - Northeast Region

ONEOK Energy Services
100 W. Fifth Street Suite 1600
Tulsa, OK 74103-4298

Scott La Shelle

Director

Sempra Energy Trading Corp.
58 Commerce Rd.

Stamford, CT 06902

Pete Tumminello

Sequent Energy Management
1200 Smith Street Suite 900
Houston, TX 77002

Claude Peyrot
2 International Drive Suite 200
Portsmouth, NH 03801-6809

Kristen Gould

Manager, Marketing

3050, 300 - 5th Avenue S.W.
Stock Exchange Tower
Calgary, AB T2P 3C4

Patrice Thurston

UBS Energy Desk

677 Washington Boulevard
Stamford, CT 06901

Office
(403) 645-4316

(713) 656-6297

(713) 296-3700

(713) 544-4400
(713) 544-7758
(713) 544-7761

(914) 225-1460

(918) 591-5169

(203) 355-5087

(832) 397-3742

(603) 430-7254

(403) 716-1382

{203) 719-8503

-
o)
%

(713) 656-2727

(713) 2964481

(918) 591-5130

(832) 397-1709

(403) 716-1375

(203) 719-1056

Email
haig.vejprava@encana.com

guangtao.zhu@exxonmobil.com

jrbowden@marathonoil.com

david _stratton@ml.com
lon_tiemann@ml.com
chris_beggins@ml.com

robert faitell@morganstaniey.com

Phill. May@oneok.com

slashelle@sempratrading.com

ptummine@sequentenergy.com

cpeyrot@spragueenergy.com

kgould@tmvgas.com

patrice.thurston@ubs.com
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Cheryl M. Kimball

------- Original Message --------

Subject: Massachusetts Gas Portfolio - RFP for Management Services

Date: Fri, 17 Jun 2005 15:50:39 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: __Joseph F Bodanza Jr <jpodanza@keyspanenergy.com>, Richard A Rapp Jr
<rrapp@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.com>,
Michael A Walker <mwalker@keyspanenergy.com>, James G Holodak Jr
<jholodak@keyspanenergy.com>, Richard A Visconti
<rvisconti@keyspanenergy.com>, Cynthia Clark <cclark@keyspanenergy.com>,
John V Vaughn <jvaughn@keyspanenergy.com>, Lori Ramos Marilla
<Imarilla@keyspanenergy.com>, Elizabeth Danehy Arangio
<earangio@keyspanenergy.com>, Nancy Culliford
<nculliford@keyspanenergy.com>, "Theodore E Poe Jr."
<tpoe@keyspanenergy.com>, Thomas P ONeill <toneill@keyspanenergy.com>,
Dino C Papetti <dpapetti@keyspanenergy.com>, TERRENCE KAIN
<tkain@keyspanenergy.com>, Mark J Leippert <mleippert@keyspanenergy.com>,
Jennifer B Feinstein <jfeinstein@keyspanenergy.com>, Stephen McCauley
<smccauley@keyspanenergy.com>, "John E. Allocca"
<jallocca@keyspanenergy.com>, CECIL BROOKS <cbrooks@keyspanenergy.com>,
"Nancy C. Cianflone" <ncianflone@keyspanenergy.com>, "Melissa A. Reges"
<mreges@keyspanenergy.com>

Team,

Just letting you know that the RFP for providing management services for
the Massachusetts gas portfolio has been finalized and will be FedEx to
the bidders later today. For your information, attached is a copy of the
cover letter, the RFP and the list of bidders (23 in total).

As you may recall, it is only after the Notice of Intent to Respond Form
and the Confidentiality Agreement have been executed by the prospective
bidders, that the other key exhibits, including the tier pricing

schedules, and the proposed contract/agreement will be provided to the
bidders. This being the case, we still have a "little" more time to

finalize said documents, without adversely impacting our bid due date. We
are targeting late Monday to accomplish this.

Thank you for the tremendous effort thus far in getting to this point in
the RFP process.

Joe
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June 17, 2005

Dear Bidder,

Boston Gas Company, Colonial Gas Company, and Essex Gas Company, each d/b/a KeySpan
Energy Delivery New England by their agent KeySpan Corporate Services LLC (“KeySpan”), request
your proposal to manage certain upstream gas supply, interstate transportation and underground storage
assets, as well as provide the Company’s city gate gas supply requirements associated with those gas
supply, interstate transportation and underground storage assets for the period April 1, 2006 through and
including March 31, 2008. At KeySpan’s option, the arrangement could be extended for up to two
additional one-year periods.

Enclosed find the Request for Proposals, with the foliowing exhibits (either attached or to be
provided upon receipt of two executed originals of the Confidentiality Agreement attached as Exhibit H,
as noted):

Exhibit A Notice of Intent to Respond Form (attached),

Exhibit B Bidder Qualification Questionnaire (attached),

Exhibit C Gas Resource Portfolio Management and Gas Sales Agreement (to be provided
upon receipt of Confidentiality Agreement),

Exhibit D Gas Supply, Transportation and Storage Assets (to be provided upon receipt of
Confidentiality Agreement),

Exhibit E Tiered Pricing Structure (to be provided upon receipt of

Confidentiality Agreement),

Exhibit F Storage Rule Curve (to be provided upon receipt of Confidentiality
Agreement),

Exhibit G RFP Evaluation Criteria (attached), and

Exhibit H Confidentiality Agreement (attached).

Your bid is due by 5:00 p.m. EST July 15, 2005.

If you have any questions, please don’t hesitate to contact me in writing by June 30, 2005 at
jpradas@keyspanenergy.com . We will respond to your questions in writing by July 8, 2005. All
questions and responses will be distributed to all potential bidders who have submitted a Notice of Intent
to Respond Form (Exhibit A) and two executed originals of the Confidentiality Agreement (Exhibit H).

Please complete and return the Notice of Intent to Respond Form and Confidentiality Agreement
on or before 4:00 p.m. EST June 30, 2005. While your response on the Notice of Intent to Respond Form
is non-binding, your failure to return the form and the Confidentiality Agreement by June 30 means we
will not send you subsequent correspondence about this RFP, including copies of all questions from
potential bidders and our responses to those questions.

Regards,

Joseph G. Pradas
Director Strategic Execution and Compliance

€nc.
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Request For Proposals

For
Portfolio Management Services
On Behalf Of
Boston Gas Company, Colonial Gas Company,
And Essex Gas Company, All
D/B/A
KeySpan Energy Delivery New England

Dated: June 17, 2005
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REQUEST FOR PROPOSALS

Boston Gas Company, Colonial Gas Company and Essex Gas Company all d/b/a KeySpan
Energy Delivery New England by their agent KeySpan Corporate Services LLC (collectively
“KeySpan”) seek proposals, through this Request for Proposals (“RFP”), for the provision of gas
portfolio management services.

L PROPOSAL SUBMISSION

All vendors are requested to complete the Notice of Intent to Respond Form on or before 4:00 p-m.
EST on June 30,2005. The Notice of Intent to Respond is attached hereto as Exhibit A. While your
response on the Notice of Intent to Respond Form is non-binding, your failure to return the form by
June 30 means we will not send you subsequent correspondence about this RFP, including copies of
all questions from potential bidders and our responses to those questions.

In order to receive copies of Exhibits C, D, E, and F hereto, as well as copies of all questions from
potential bidders and our responses to those questions, you must also complete, execute and return
two (2) originals of the Confidentiality Agreement attached hereto as Exhibit H on or before June 30,
2005. This Request for Proposals is deemed confidential and shall be shown only to the Bidder’s
personnel who have a need for the information contained herein for the purposes of preparing the
Bidder’s response. Bidder may request that specific information contained in or relative to its
response be treated by KeySpan on a confidential basis. Such a request shall be clearly stated on
every page of the response on which confidential information may appear. KeySpan and its
representatives shall take reasonable steps to protect information that is clearly identified as
confidential from disclosure to third parties. Bidders should understand that KeySpan may deem it
necessary to disclose confidential information regarding the Request for Proposals. Upon request by
Bidder and at Bidder’s expense, KeySpan shall request that, in connection with any submission to
any governmental authority having jurisdictional or oversight responsibilities for KeySpan
procurement activities, any information designated as confidential by the Bidder shall be afforded
competitively sensitive and proprietary status under the applicable regulations and thus protected
from disclosure to third parties; provided, however, that KeySpan does not guarantee that Bidder’s
information shall be granted such status. In no event shall KeySpan be liable for damages resulting
from any inadvertent disclosure of confidential information.

Four (4) hard copies (in a sealed package or packages) and one electronic copy of your proposal are
due no later than 5:00 pm EST on July 15, 2005. All materials should be delivered to:

Joseph G. Pradas

Director Strategic Execution and Compliance
KeySpan

303 Merrick Road

Suite 501

Lynbrook, NY 11563
jpradas@keyspanenergy.com

Proposals received after this deadline will not be considered, nor will faxed proposals, whenever
received. Interviews of the top-qualifying firms may be conducted at KeySpan’s discretion.
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All contact and questions with regard to this RFP must be made only through the KeySpan
Selected Representative. Vendors are encouraged to contact the KeySpan Selected
Representative with questions and/or clarifications that vendors may have regarding
understanding and answering this RFP. No other contact regarding this RFP with parties within
or associated with KeySpan will be allowed during the RFP period and will be grounds for
disqualification.

For the purposes of this RFP, the KeySpan Selected Representative is:

Joseph G. Pradas

Director Strategic Execution and Compliance
KeySpan

303 Merrick Road

Suite 501

Lynbrook, NY 11563
ipradas@keyspanenergy.com

All questions regarding this RFP must be submitted in writing through email to
ipradas@keyspanenergy.com on or before June 30, 2005, by 4:00 EST. KeySpan will
respond with written answers by July 8, 2005. KeySpan will provide all questions and
responses to all potential bidders who have returned a Notice of Intent to Respond Form
and Confidentiality Agreement.

KeySpan will not reimburse Bidders for any expenses incurred in connection with this RFP including
the costs of preparing the response and/or providing any additional information and travel expenses
relating to an interview. All material that is submitted in response to this RFP will become the sole
property of KeySpan.

II. PROPOSAL REQUIREMENTS

Following is a listing of the information to be included in the proposal. A proposal that does not
include all of the information requested below shall be deemed non-responsive and subject to
rejection. The proposal must respond to all the areas listed below, in the order listed, and
conclude with a separate section on Bidder’s proposed fees/pricing to provide the services.

A. Management and Qualifications

KeySpan contemplates negotiating a definitive agreement with a firm having demonstrated
capability in cost-effective natural gas supply portfolio management and risk management and,
where applicable, commodity transportation and storage. KeySpan believes it is appropriate that
each Bidder state its qualifications in each of these and any other relevant areas as part of its bid
submittal. KeySpan seeks verifiable information demonstrating financial strength and experience
in the field of energy supply portfolio management, risk management, commodity transportation
and storage. To that end, KeySpan requires that the Bidders:
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. Provide the name, title, address, telephone and fax numbers, and e-mail address of at least two

individuals KeySpan should contact with respect to your proposal. Identify one of these
individuals as the primary contact available to KeySpan throughout the RFP process.

. Complete the Bidder Qualification Questionnaire attached hereto as Exhibit B.

B. Other

Identify any exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions. The nature and extent of exceptions, if any, taken
by a Bidder to the Agreement will be a factor considered by KeySpan when evaluating the
proposals. In the absence of defined exceptions, your proposal will be accepted as in total
compliance with these documents.

This RFP does not commit KeySpan to award a contract, pay any costs associated with the
preparation of a proposal, or procure or contract for services of any kind whatsoever.
KeySpan reserves the right, in its sole discretion, to accept or reject any or all responses to
this RFP, to negotiate with any and all considered firms, or to cancel this RFP in whole or in
part. KeySpan reserves the right to request additional information from any or all Bidders.

Your response to this RFP will serve as the basis for any agreement between the parties, and
will represent a firm offer to provide to KeySpan the gas portfolio management services as
detailed in this RFP and the attached exhibits. Statements made in your proposal are
binding; therefore, a representative of your company that is authorized to do so must sign
your proposal. Your firm is required to honor the price quote and other terms in your
proposal until November 1, 2005. The price you quote must be inclusive of all hardware,
software, services, and taxes required for performing the gas portfolio management services.

If your price excludes certain fees or charges, you must provide a detailed list of fees with a
complete explanation of the nature of these fees.

Prior to the time and date designated for receipt of proposals, any proposal already submitted
may be modified or withdrawn by notice to the party receiving the proposals at the place
designated for receipt of proposals. Such notice shall be in writing and signed by the Bidder
prior to the date and time set for the receipt of proposals, and shall be so worded as not to
reveal the key provisions, including but not limited to pricing terms, of the original proposal.
Withdrawn proposals may be resubmitted, and modified proposals may be submitted, up to
the date and time designated for the receipt of proposals provided that they are then fully in
conformance with the RFP.

KeySpan may waive minor informalities or irregularities in a proposal that are merely a
matter of form and not substance and the correction of which would not be prejudicial to
other proposals. Failure to submit a proposal on time will not be waived by KeySpan
under any circumstance.
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C. Errors and Omissions in the RFP

If a vendor discovers any ambiguity, conflict, discrepancy, omission or other error in this RFP, it
should immediately notify Joseph Pradas, in writing, of such error and request clarification or
modification to the RFP.

If a Bidder fails to notify KeySpan of a known error or an error that reasonably should have been
known prior to the final filing date for submission, the Bidder assumes the risk. If awarded the
contract, the Bidder shall not be entitled to additional compensation or time by reason of the error or
its late correction.

Should KeySpan find it necessary, it will make modifications to the RFP by addenda. Such
modifications may be given by written notice to all parties who have been furnished an RFP.

III. OVERVIEW AND OBJECTIVE

Boston Gas Company, Colonial Gas Company, and Essex Gas Company all d/b/a KeySpan Energy
Delivery New England operate in the Commonwealth of Massachusetts as regulated natural gas
distribution utilities. As such, KeySpan is responsible for all aspects of the management of gas
supply, transportation and storage assets that comprise its portfolio as well as the economic dispatch
of liquefied natural gas (“LNG”) storage. KeySpan’s priority is the reliability of gas supply for its
firm gas customers. KeySpan strives to achieve this on a least-cost basis.

KeySpan is responsible for: planning the long-term strategic and short-term daily optimization of its
natural gas portfolio; procuring natural gas supplies for its utility customers; marketing gas supply
and services to off-system customers (as part of maximizing the value of the portfolio for utility
ratepayers); reconciling pipeline and supplier invoices; and performing other accounting and
administrative activities. KeySpan’s Unbundling Program requires mandatory assignment of capacity
for marketers whose aggregation pools reach certain capacity thresholds and adjustments (additional
assignment of capacity or recall of capacity) if the marketer’s pool increases or decreases by a certain
amount. The assignment program is based on a “slice of the system” approach under which each
marketer is given a prorated share of each of KeySpan’s contracts serving their aggregation pool.
Recalls and reassignments of capacity when required are effective the first of each month.

KeySpan manages the natural gas requirements of approximately 820,000 natural gas customers
whose consumption totals approximately 122 Bcf annually (normalized) with a 1.2 Bef peak day.

KeySpan requests proposals for the provision of portfolio management services. The objective of
the portfolio management agreement is to enable KeySpan to continue to provide reliable service to
its gas customers at the least possible cost. The Agreement for these portfolio management services
will have an initial term of two years commencing April 1, 2006, and an option, at KeySpan’s
discretion, to extend the term for up to two additional one-year periods. In connection with the use
of KeySpan’s gas supply, transportation and storage assets identified in Exhibit D attached hereto
(the “Assets”), Bidders may propose a guaranteed payment to KeySpan, a sharing of net profits, a
combination of the two, or any other similar arrangement in which value can be easily quantified.
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IV.  SCOPE OF SERVICES

KeySpan will assign or release to the successful Bidder (“Portfolio Manager”) the Assets, unless
the asset is identified on Exhibit D as “Company Managed,” subject to KeySpan’s ongoing right
to modify the Assets. The Portfolio Manager shall provide bundled gas supply service to
KeySpan pursuant to the Agreement through the use of the Assets and/or the use of other gas
supply assets it owns or procures separately.

Subject to satisfaction of its requirements under the Agreement, Portfolio Manager shall have the
right to utilize the Assets to generate additional revenues. In connection with the Assets, the
Portfolio Manager shall be responsible for all day to day scheduling, nominations, notifications,
risk management services, billing, payment and administration. Portfolio Manager shall be liable
for all costs incurred in connection with the Assets during the term of the Agreement and shall be
responsible for prompt payment of all invoices in connection therewith.

Without the express written consent of KeySpan, Portfolio Manager shall not amend or modify
the Assets. Further, Portfolio Manager shall comply with all contractual requirements of the
Assets and shall not take any action that will diminish the value of such Assets. In connection
with its utilization of the Assets, Portfolio Manager shall comply with all laws, rules and
regulations of the Federal Energy Regulatory Commission (“FERC”), the Massachusetts
Department of Telecommunications and Energy (“DTE”) and any other governmental or
regulatory body having jurisdiction. Portfolio Manager shall provide KeySpan with such reports
and documentation as KeySpan determines are required to satisfy KeySpan’s internal accounting
requirements, to satisfy requests by regulatory agencies, and as are otherwise deemed necessary
by KeySpan. Bidders should include as part of their bid response package examples of the types
of reports that they are willing and able to provide to KeySpan and the frequency with which
those reports could be made available.

V. AGREEMENT

Gas Supply Obligations: Pursuant to the Agreement, Portfolio Manager shall be obligated to
satisfy KeySpan’s (“Buyer’s”) gas supply requirements as follows:

Portfolio Manager will manage certain upstream gas supply, interstate transportation and
underground storage assets and provide a bundled city gate service to meet Buyer’s gas
supply requirements associated with these assets over the Term. Additionally, upon hitting a
storage ratchet based on Buyer’s Paper Storage Balance, Seller shall remain obligated to sell
and deliver up to Buyer’s MDQ; however, in that event, Buyer may elect to satisfy its city
gate requirements through the utilization of Company Managed Assets and/or the purchase
from a third party up to Buyer’s MDQ.

Portfolio Manager will provide Buyer up to the total requirements on the Tennessee and
Algonquin interstate pipelines (See Exhibit D). This MDQ may change on a monthly basis
subject to Buyer’s state-approved gas unbundling program.
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Buyer will nominate to Portfolio Manager on a daily, intraday and monthly basis its city gate
gas supply requirements associated with the released/assigned assets.

In each contract year during the Term, Portfolio Manager will (i) by October 31, fill all of
Buyer’s storage requirements to at least 95% of the Storage Rule Curve, (ii) by December 1%,
be at the Storage Rule Curve, and (iii) by the end of each Month thereafter up through and
including April, maintain storage levels of no less than the lower of the Paper Storage
Balance or the Storage Rule Curve. Portfolio Manager will be allowed to fall below these
Storage Rule Curve requirements during any month so long as by the third business day prior
to the end of such month the storage level meets or exceeds the lower of the Paper Storage
Balance or the Storage Rule Curve.

Price: Buyer intends to pay Portfolio Manager for gas supply as follows:

a. Demand Charges — Buyer will reimburse Portfolio Manager for all demand
charges associated with the Assets reasonably incurred and paid by Portfolio Manager in
connection with the use of the Assets to meet Buyer’s gas supply requirements.

b. Variable Charges — For gas delivered by Portfolio Manager pursuant to the
Agreement, Buyer will pay Portfolio Manager in accordance with the Tiers and the order set by
KeySpan for the Tiers as described in the Agreement. The Tiered Pricing Structure for April 1,
2006, and November 1, 2006 is attached hereto as Exhibit E.

c. Revisions - Buyer will have the right to revise the foregoing tiered pricing
structure to reflect revisions in the Assets (e.g., as assets terminate in the event contracts are not
renewed) and/or significant market changes. Buyer will make any such revisions to the Tiered
Pricing Structure on September 15™ for the succeeding November through April period and
monthly, May through October, during Bid Week. Such revisions may result in additions to or
deletions from the Assets listed in Exhibit D.

Exhibit G sets forth the criteria upon which Bidders’ responses will be evaluated.
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Exhibit A
Notice of Intent to Respond

All vendors are requested to complete the following form, indicating whether or not they intend
to participate in KeySpan’s RFP process no later than 4:00 p.m. EST on June 30, 2005.

Gas Resource Portfolio Management Services
To:  Joseph G. Pradas
Director Strategic Execution and Compliance
KeySpan
303 Merrick Road, Suite 501
Lynbrook, NY 11563
jpradas@keyspanenergy.com
Fax (516) 256-2814

From: Company Name

Company Address

Contact Name

City, State, Zip

Phone Cell Phone

Fax

Email Address

Vendor agrees to the terms outlined in the RFP. Vendor further acknowledges that KeySpan is in no
way obligated to purchase any good or services until such time as contracts and agreements are
executed, if indeed your firm is chosen for future consideration in the selection process. While your
response on this form is non-binding, your failure to return the form by June 30, 2005 means
KeySpan will not send you subsequent correspondence about this RFP, including copies of all
questions from potential bidders and KeySpan’s responses to those questions.

Please indicate whether or not you intend to submit a proposal to the RFP:

We intend to submit a proposal to the RFP no later than July 15, 2005:

YES NO

Company Name Date

Contact Name & Title (please print)
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Exhibit B

A Bidder Qualification Questionnaire

I. Identify any prior or current work for Boston Gas Company, Colonial Gas Company, Essex
Gas Company, or KeySpan Corporation, including any subsidiaries or affiliates.

2. Describe the team that will be assigned to this engagement, including past experience
providing the same or similar services as requested in the RFP. Identify the individuals who
will be involved and the primary role and responsibilities of each member. Provide resumes
for these individuals.

3. Identify any subcontractors and agents that may be utilized as part of your firm’s proposed
team.

4. Identify any additional tasks (e.g., on-going or one-time) that your firm believes need to be
covered in this engagement that were not identified in the Scope of Services section or the
form of Gas Resource Portfolio Management and Gas Sales Agreement (“Agreement”)
attached hereto as Exhibit C . Describe why you believe each task is relevant.

5. Provide the name, address and telephone number of at least three references for whom you
have provided similar services.

6. Discuss any past or present civil or criminal investigations, pertinent litigation and/or
regulatory action involving your firm or any of its employees that could impact your firm’s
role or ability to perform the relevant services, including the strength of its financial
commitments and guarantees. If none, include a statement that there are no past or present
civil or criminal legal investigations, or pertinent litigation and/or regulatory actions that
could impact your ability to serve in the required capacity.

7. List all mergers or acquisitions that your company has been a party to in the past five years.
List all previous names under which business was conducted and the year the merger or
acquisition was completed. State how these mergers or acquisitions have improved your
organization’s ability to operate and serve its customers.

8. State whether your company ever filed for bankruptcy. If it has, state when and explain.

9. Provide your company’s Dun & Bradstreet DUNS number.

10. Provide evidence of your capabilities to create and maintain records and provide
documentation that will permit KeySpan to meet its contractual and/or regulatory reporting

requirements in a timely manner. KeySpan may perform an initial audit of each Bidder during
the proposal evaluation process.
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13.

14.

11. Provide information sufficient to establish suitable creditworthiness relative to the level of
financial risk KeySpan would assume if it accepts your proposal. This information will be
reviewed by KeySpan’s Credit Department.

12. Provide your (or your guaranteeing parent’s, if applicable) audited annual report and Form 10-
K for the most recent full fiscal year and previous two years. If a Form 10-K is unavailable,
provide documentation regarding investments, size and type of borrowings, ability to add
additional debt and credit quality.

Areas of Expertise - Energy Supply Portfolio Management

Please describe in detail your organization’s expertise and experience in the following
areas:

a. Natural gas;

b. Upstream gas transportation and optimization of storage management;

c. Financial instruments and techniques used to manage risk involving:

i. Natural gas; and
ii. Basis for natural gas.

d. Gas and utility asset management and interface with related operations personnel _
including type of assets managed, size, activity, length of agreement, location and any
other pertinent information;

e. Information systems support - gas and risk management transactions;

f. Logistical or back office support;

g. FERC and Massachusetts DTE regulatory matters; and

h. Economic analysis in commodity markets.

Strengths

Please address the strengths of your organization as follows:

a. Describe how you would integrate your current market participation in the
Northeastern United States with the services under this RFP;

b. Describe your organization’s strengths as an energy manager in the Northeast energy
market;

c¢. Provide information relating to specific energy assets owned, including location,

quantity and any other pertinent information;
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15.

16.

Describe your organization’s size in relation to other gas and power marketers and the
importance of relative size to successfully provide energy supply portfolio
management services;

Describe what sets your organization apart from other large energy service
companies;

Describe any recent innovations initiated by your organization in the area of gas
supply or derivatives;

Describe any unique concepts by which your organization would provide the services
under this RFP to KeySpan, including the enhanced value such concepts would bring
to the KeySpan companies; and

Describe the size and experience of your gas scheduling department, specifically in

the Northeast.

Experience Level

a.

State the energy commodity (gas, power, oil and emissions) that your organization has
the least experience trading or that provides you with the smallest profit margin; and
Describe the assets that your organization requires to strengthen its position in the

energy marketplace.

Corporate Strategy

Please address the corporate strategy and experience of your organization as follows:

a.

Discuss your organization’s strategy and experience regarding services for other
energy companies;

Describe the optimum corporate structure and asset portfolio of a premier Northeast
energy trading entity;

Describe the optimum corporate culture of an energy manager providing the services

under this RFP;

Describe how you would perform the services under this RFP to compete successfully
in the Northeast energy marketplace;

Describe what authority level limits will apply to your organization from any parent

entity, if any, regarding your performance of the services under this RFP.
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20.

17.

18.

19.

Regulatory Matters

a.

Describe any concerns that your organization would have if it were required to abide
by KeySpan’s existing regulatory constraints.
Describe your organization’s knowledge of gas and electric utility rates and

ratemaking practices.

Conflicts of Interest

a.

Identify all potential conflicts of interest, including any related regulatory issues,

which might arise in connection with the performance of the proposed services under

this RFP, including, but not limited to:

1. management of other energy assets in Northeast region;

il managerrient of your organization’s assets; and

iii. sales or management of gas and/or electric within KeySpan’s service territory and
neighboring areas; and

Describe potential methods to eliminate or otherwise address the conflicts of interest

and related regulatory compliance issues described above.

Additional Information

a.

b.

C.

Please offer any additional information that will help KeySpan differentiate your
organization from others as far as the value you bring to the proposed portfolio
management arrangement.

Describe the type of gas management system that you use

Describe the type of risk management system that you use.

Transition Plans

Describe your plans to transition the Portfolio Manager function to your organization

for the term of the agreement. Describe your plans to transition this function to another

organization once the agreement has terminated.
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Exhibit C

Form of Service Agreement

To Be Provided Upon Receipt of Confidentiality Agreement
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Exhibit D
Gas Supply, Transportation and Storage Assets

To Be Provided Upon Receipt of Confidentiality Agreement
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Exhibit E
Tiered Pricing Structure

To Be Provided Upon Receipt of Confidentiality Agreement
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Exhibit F
Storage Rule Curve

To Be Provided Upon Receipt of Confidentiality Agreement
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Exhibit G

RFP Evaluation Criteria

Criteria Points

Price (Least Cost Planning) 35
Experience 20
Flexibility 15
Contract Exceptions (minimum #) 10
Creditworthiness 20

Total 100
Price:

¢ Favorable commodity pricing terms to meet firm sendout requirements

¢ Management Fee payable to KeySpan

Experience:

e Overall asset management experience
o Familiarity with the Northeast market

e Ability to meet generally accepted industry reporting requirements

Flexibility:

Access to storage
Peaking services
Lack of conflict of interest

Contract Exceptions:

¢ Fewest number of material contract exceptions

Creditworthiness:

Financial integrity
Financial strength

Reputation

Standard & Poor’s and Moody’s credit rating

Diversity of supply, including reserves and production area resources
Ability to rely on additional resources to ensure supply reliability
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Exhibit H
CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement ("Agreement"), entered into and effective as of the
day of , 2005 (the "Effective Date"), is by and between ,a
corporation (“ ””), with its principal place of business at
, and Boston Gas Company, Colonial
Gas Company, and Essex Gas Company, all d/b/a KeySpan Energy Delivery New England
(“KeySpan”), with its principal place of business located at 52 Second Avenue, Waltham,
MA, 02451 by its agent KeySpan Corporate Services LLC. and KeySpan shall
be referred to individually as a "Party" and collectively as the "Parties" in this Agreement.

Recitals:
A. The Parties wish to discuss the possibility of providing portfolio
management services to KeySpan (the "Proposed Undertaking").

B. The Parties expect that in furtherance of or in connection with the Proposed
Undertaking, the Parties will receive Confidential Information (as defined below) from each other.

C. The Parties wish to define in this Agreement their respective rights and obligations
with respect to Confidential Information.

In consideration of the mutual agreements, covenants, and conditions contained herein, the
Parties agree as follows:

1. Confidential Information. As used herein, the term "Confidential Information" means
information that is of a non-public and confidential nature to the Party disclosing such
information (the "Disclosing Party") revealed directly or indirectly to Receiving Party in
connection with the Proposed Undertaking, whether written, electronic, graphic or oral,
including, but not limited to any and all information and data exchanged as part of the Request
for Proposals for Portfolio Management Services on Behalf of Boston Gas Company, Colonial
Gas Company, and Essex Gas Company, all d/b/a KeySpan Energy Delivery New England, and
any and all information and data, technical or non-technical relating to the Disclosing Party’s
products; past, present and future sales, marketing, and trading information; business strategies;
nominating, scheduling, accounting, billing, and reporting data; and commercial and financial
trade secrets.

2. Exceptions. Notwithstanding the provisions of Section 1, the term "Confidential
Information" shall not include any information received by a Party (the "Receiving Party") from the
Disclosing Party, to the extent such information:

() was, prior to disclosure by the Disclosing Party, available to the Receiving Party on a
non-confidential basis, or was otherwise in the public domain other than through the
act or omission of the Receiving Party or its Representatives;
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(i1) is or becomes, at the time of or following disclosure, available to the Receiving Party
' or the public (other than as a result of disclosure in violation of this Agreement) from
a source other than the Disclosing Party; or

(i) is independently developed by the Receiving Party without relying on the
Confidential Information, as evidenced by written records.

3. Limitations on Disclosure. The Receiving Party may not disclose Confidential Information
received hereunder to any other person or party, except that Confidential Information may be
disclosed (1) when requested or required to be disclosed to a third party to whom the Receiving Party
is or becomes legally compelled by any governmental, judicial, or regulatory authority with
jurisdiction to make disclosure of Confidential Information (e.g., by order, deposition, interrogatory,
investigative demand, request for documents, subpoena or similar process or rule of procedure,
statute, regulation or at common law), but only to the extent such disclosure is actually required, and
(11) to any of the Receiving Party's affiliates, shareholders, members, partners, directors, officers,
employees, agents, contractors, subcontractors, necessary consultants, counsel, advisors, accountants
or lenders (collectively, "Representatives") who are directly involved in and require access to such
Confidential Information in connection with the Proposed Undertaking.

In the event the Receiving Party is required to disclose Confidential Information under (i) above, the
Receiving Party shall inform the requesting party of the confidentiality requirements of this
Agreement prior to disclosing any such Confidential Information; shall give prompt notice of the
existence, terms and circumstances surrounding such request or requirement to the Disclosing Party
and afford the Disclosing Party opportunity to review the information so that the Disclosing Party
may seek, at its sole cost and expense, a protective order or other relief in the appropriate forum
and/or waive compliance by the Receiving Party with the terms of this Agreement; shall limit any
such disclosure to the scope of the requirement or request; and shall exercise its reasonable efforts to
obtain reliable assurance that confidential treatment will be accorded such Confidential Information.

Each of the Parties agrees that (x) any of its Representatives to whom Confidential Information is or
may be disclosed will be informed of the confidential or proprietary nature thereof and will be
required to abide by the Receiving Party's obligations under this Agreement, and (y) each Party shall
be responsible for any unauthorized use or disclosure of Confidential Information by any of its
Representatives.

4. Limitations on Use.  Absent the express written consent of the Disclosing Party,
Confidential Information disclosed hereunder may be utilized by the Receiving Party only for the
purpose of evaluating possible transactions in connection with and negotiating the possible terms of
agreements relating to the Proposed Undertaking and for no other purpose. Upon disclosing
Confidential Information to Representatives, the Receiving Party shall advise same of the
confidential nature thereof, and shall take necessary and reasonable precautions to prevent the
unauthorized disclosure of such information by such parties.

5. Reservation of Rights. The Parties agree that: (i) all rights to Confidential Information
disclosed pursuant to this Agreement are reserved to the Disclosing Party; (ii) nothing in this
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Agreement shall diminish or restrict in any way the rights that each Party has to market, lease, sell, or
otherwise make available its products and services to any customer or third party; and (iii) no license
or conveyance of any rights under any discoveries, inventions, or patents is granted or implied by
either Party to the other.

6. Disclosure Rights. Notwithstanding anything to the contrary in this Agreement, the
Disclosing Party represents and warrants that it may rightfully disclose or make available all
Confidential Information disclosed to the Receiving Party hereunder without violating or being in
breach of any contractual, fiduciary or other obligation to any person.

7. No Warranties. Neither the Disclosing Party nor any of its Representatives make any
representation, warranty or covenant as to the Confidential Information, including, without
limitation, the accuracy or completeness of the Confidential Information or fitness of the
Confidential Information for a particular use. The Receiving Party acknowledges that the
Disclosing Party and its Representatives shall not have any liability to the Receiving Party or 1ts
Representatives resulting from the provision to or use by the Receiving Party or its
Representatives of Confidential Information.

8. No Obligation to Disclose or Proceed. This Agreement does not and shall not be
construed to obligate either Party to disclose Confidential Information to the other Party.
Disclosure of Confidential Information shall be at the sole discretion of the Disclosing Party.

"\ The Parties hereto understand and agree that unless and until a definitive agreement has been

" executed and delivered, no contract or agreement providing for a transaction between the Parties

shall be deemed to exist between the Parties, and neither Party will be under any legal obligation
of any kind whatsoever with respect to such transaction by virtue of this or any written or oral
expression thereof, except, in the case of this Agreement, for the matters specifically agreed to
herein. For purposes of this Agreement, the term “definitive agreement” does not include an
executed letter of intent or any other preliminary written agreement or offer unless specifically so
designated in writing and executed by both Parties. This Agreement neither obligates a Party to
deal exclusively with the other Party nor prevents a Party or any of its affiliates from competing
with the other Party or any of its affiliates. :

9. Return of Confidential Information. The Receiving Party, upon the Disclosing Party's
written request, shall return to the Disclosing Party as soon as practicable, but in no event later than
thirty (30) days from the date such request is received, all Confidential Information provided to the
Receiving Party and in its possession or in the possession of its Representatives. In lieu of returning
the Confidential Information, the Receiving Party, in its sole discretion, may elect to destroy all
Confidential Information in its possession and in the possession of its Representatives, and shall
certify such destruction in writing to the Disclosing Party. Notwithstanding the foregoing, (i) the
Receiving Party shall not be obligated to return or destroy any documents created by it that reflect or
refer to Confidential Information and (ii) the Receiving Party may create and retain an abstract
describing the type of Confidential Information that it receives sufficient to document the nature and
scope of the Parties’ discussions under this Agreement. Any such documents or abstract so created
will be subject to the other restrictions of this Agreement,
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10.  Governing Law. This Agreement, and all claims arising hereunder, shall be governed by
and construed under the laws of the State of Massachusetts, without regard to principles of conflicts
of laws calling for application of the laws of another state.

11.  Injunctive Relief. The Receiving Party acknowledges and agrees that, without prejudice to
any other right and remedy available to the Disclosing Party, the Disclosing Party shall be entitled (i)
to apply for injunctive relief and specific performance of the terms hereof, and (ii) to recover all
reasonable costs and expenses, including attorneys’ fees and other legal costs, from the Receiving
Party if awarded for legal action taken in connection with any breach or threatened breach by the
Receiving Party or its Representatives of any of the provisions of this Agreement. The Parties agree
and acknowledge that monetary damages and other forms of legal damages would be inadequate in
the event of a breach of this Agreement.

12. No Consequential Damages. ANY OTHER PROVISION OF THIS AGREEMENT
NOTWITHSTANDING, NEITHER PARTY SHALL BE LIABLE TO THE OTHER PARTY
HEREUNDER FOR ANY SPECIAL, INDIRECT, INCIDENTAL, CONSEQUENTIAL, PUNITIVE
OR EXEMPLARY DAMAGES OF ANY KIND OR CHARACTER, INCLUDING LOST PROFIT
OR LOSS OF BUSINESS OPPORTUNITY, UNDER WHATEVER CAUSE OF ACTION,
WHETHER CONTRACT, TORT (INCLUDING NEGLIGENCE, WHETHER SOLE, JOINT OR
CONCURRENT, OR STRICT LIABILITY) OR INDEMNITY, ARISING OUT OF THIS
AGREEMENT.

13.  No Waiver. Subject to applicable statutes of limitation, no failure or delay, in whole or in
part, by the Disclosing Party in exercising any right hereunder shall operate as a full or partial waiver
of such right.

14.  Entire Agreement. This Agreement represents the entire agreement of the Parties
concerning the subject matter hereof and supersedes all prior agreements between the Parties, and no
other agreement, written or oral, exists between the Parties concerning the subject matter hereof.

15.  No Third Party Beneficiaries. This Agreement is intended for the benefit of the Parties
hereto and is not intended to and does not confer any benefit to third parties.

16. Amendments. No amendment, modification or change to this Agreement shall be
enforceable unless reduced to writing and executed by both Parties. This Agreement comprises the
full and complete agreement of the Parties hereto with respect to the subject matter hereof and
supersedes and cancels all prior communications, understandings and agreements between the Parties
hereto, whether written or oral, expressed or implied with respect to the subject matter hereof.

17.  Assignment. This Agreement may not be assigned by either Party without the prior written
consent of the other Party, which consent shall not be unreasonably withheld, conditioned or delayed,
provided however that this Agreement may be assigned by a Party without the consent of the other
Party to any subsidiary or affiliate of the assigning Party, provided that the assignor shall not be
released from the terms and conditions hereof. Upon any assignment made in compliance with this
Section 17, this Agreement shall inure to and be binding upon each assignee of the assigning Party.
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4 H 18.  Multiple Counterparts. This Agreement may be executed in counterparts, each of which
' shall be deemed to be an original and all of which shall constitute one and the same document.

19.  Notices. Any notice or other communications required or permitted to be given pursuant
to this Agreement shall be confirmed in writing and shall be deemed properly given when hand
delivered; sent by overnight mail service; mailed certified mail, return receipt requested, or
transmitted by facsimile with date and sending Party identified to the following addresses:

Attn:
Title:

Address:
Address:

Telephone:

Facsimile:

For KeySpan:

Attn: Joseph G. Pradas

Director Strategic Execution and Compliance
KeySpan
303 Merrick Road

Suite 501

Lynbrook, NY 11563

jpradas@keyspanenergy.com

Telephone: (516) 596-3520

Facsimile: (516) 256-2814

With a Copy to: KeySpan Corporate Services LL.C
175 East Old Country Road
Hicksville, New York 11801
Attn: Assistant General Counsel Commercial

Transactions
Telephone: (516) 545-3745
Facsimile: (516) 545-5029

20.  Term and Survival. This Agreement shall be in effect commencing on the effective date
hereof for a period of two (2) years unless superseded at an earlier date by the confidentiality

provisions of a definitive agreement.

00035



IN WITNESS WHEREQOF, the Parties have entered into this Agreement effective as of the
Effective Date.

BOSTON GAS COMPANY,
COLONIAL GAS COMPANY, AND
ESSEX GAS COMPANY ALL D/B/A
KEYSPAN ENERGY DELIVERY NEW
ENGLAND,

BY THEIR AGENT

KEYSPAN CORPORATE SERVICES
LLC

By: By:

Name: Name:

Title: Title:
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11

12

Company
Anadarko

BP Energy

Burlington Resources

Cargilt

Chevron Texaco

Cinergy

Conoco Phillips

Constellation

Coral {(Shell)

Deutsche Bank

Devon

DTE Energy

Contact
Wanda Marcell
1200 Timberloch Place
The Woodlands, Texas 77380

Paut Mugridge

Manager Market Development
BP Energy

501 Westlake Park Bivd.
Houston, TX 77079

Dan McAstocker

Burlington Resources Canada Ltd.
2100 - 250 6th S.W.

Calgary, Alberta T2P-3H7

Craig Adams

Director, Marketing & Business Development

Cargill Power & Gas Markets
12700 Whitewater Dr.
Minnetonka, MN 55343-9439

Don Cullum

Regional Director - Gulf Coast
Natural Gas Marketing - U.S.
Chevron Natural Gas

1500 Louisiana Street, Third Floor
Houston, TX 77002

Chris Fischer - Director, Origination
Cinergy Marketing & Trading, LP
1100 Louisiana St, Suite 4900
Houston, TX 77002

Jeff Brant

Director, NE Origination
ConocoPhillips Gas & Power
5795 Widewaters Parkway #201
DeWitt, NY 13214

David Dahlem
23 Franklin Woods Road
Somers, Ct 06071

Lisset Garza

Shelf Trading Gas & Power
909 Fannin St.

Houston, TX 77010

Allan Kessler

Deutsche Bank AG New York
60 Wall Street 5th Floor

New York, NY 10005

Ken Balltard
20 North Broadway, BOC 7.16
Oklahoma City, OK 73102-8260

Sharon Crow

East Origination
DTE Energy Trading
414 S. Main Street
Suite 200

Ann Arbor, Mt 48104

Office
{832) 636-7155

(281) 366-2567

(403) 260-8057

(952) 984-3301

(832) 854-5032

(713) 393-6846

(315) 453-7353

(860) 763-5015

(713) 767-5470

(212) 250-8693

(405) 228-8285

(734) 887-2135

Fax
(832) 636-7181

(281) 366-4969

(403) 269-8236

(952) 984-3607

(832) 854-3293

(713) 890-3134

(315) 453-7355

(860) 763-5016

(713) 265-5470

(405) 228-8372

(734) 887-2104

Email
wanda_marceli@anadarko.com

paut.mugridge@BP.com

DMcAstocker@br-inc.com

craig_adams@cargili.com

doncullum@chevrontexaco.com

chris.fischer@cinergy.com

jeff.brant@conocophillips.com

david.dahlem@consteliation.com

igarza@coral-energy.com

allan.kessler@db.com

ken.ballard@dvn.com

crows@dteenergy.com
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15

16

17

18

20

21

22

23

Company
EnCana

ExxonMobit

Marathon Qil

Merrill Lynch

Morgan Stanley

ONEOK

Sempra

Sequent

Sprague

Tenaska

UBS Warburg

Contact
Haig Vejprava
Director of Marketing
1800, 855 2nd Street S.W.
P.O. Box 2850
Calgary, Alberta
T2P 2S5

Guangtao Zhu

ExxonMobil Gas & Power Marketing
800 Bell Street, Room 3562R
Houston, TX 77002

Jim Bowden

Marathon Oil

P.O.Box 3128

Houston, TX 77253-3128

David Stratton

Lon Tiemann

Chris Beggins

20 East Greenway Plaza Suite 700
Houston, TX 77046

Robert Faitelt

Morgan Stanley
Trading Floor

2000 Westchester Ave.
Purchase, NY 10577

Phill May

Director of Origination - Northeast Region
ONEOK Energy Services

100 W. Fifth Street Suite 1600

Tulsa, OK 74103-4298

Scott La Shelle

Director

Sempra Energy Trading Corp.
58 Commerce Rd.

Stamford, CT 06902

Pete Tumminelio

Sequent Energy Management
1200 Smith Street Suite 900
Houston, TX 77002

Claude Peyrot
2 International Drive Suite 200
Portsmouth, NH 03801-6809

Kristen Gould

Manager, Marketing

3050, 300 - 5th Avenue SW.
Stock Exchange Tower
Calgary, AB T2P 3C4

Patrice Thurston

UBS Energy Desk

677 Washington Boulevard
Stamford, CT 06901

Office
(403) 645-4316

(713) 656-6297

(713) 296-3700

(713) 544-4400
(713) 544-7758
(713) 544-7761

(914) 225-1460

(918) 591-5169

(203) 355-5087

(832) 397-3742

(603) 430-7254

(403) 716-1382

(203) 719-8503

(713) 656-2727

(713) 296-4481

(918) 591-5130

(832) 397-1709

(403) 716-1375 kgould@tmvgas.com

haig.vejprava@encana.com

guangtao.zhu@exxonmobil.com

jrbowden@marathonoil.com

david_stratton@mil.com
lon_tiemann@mi.com
chris_beggins@ml.com

robert faitell@morganstanley.com

Phill. May@oneok.com

slashelle@sempratrading.com

ptummine@sequentenergy.com

cpeyrot@spragueenergy.com

(203) 719-1056 patrice.thurston@ubs.com
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Cheryl M. Kimball

-------- Original Message --------

Subject: Mass. RFP Responses and Evaluations

Date: Wed, 22 Jun 2005 14:35:56 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Jennifer Feinstein <jfeinstein@keyspanenergy.com>, Stephen A Mc
Cauley <smccauley@keyspanenergy.com>, "John E. Allocca"
<jallocca@keyspanenergy.com>, Elizabeth Danehy Arangio
<earangio@keyspanenergy.com>, Mark J Leippert
<mleippert@keyspanenergy.com>, "Nancy G. Culliford"
<nculliford@keyspanenergy.com>, "Theodore E Poe Jr."
<tpoe@keyspanenergy.com>, Thomas P ONeill <toneill@keyspanenergy.com>,
Dino C Papetti <dpapetti@keyspanenergy.com>, "Cynthia R. Clark"
<cclark@keyspanenergy.com>, John V Vaughn_<jvaughn@keyspanenergy.com>,
TERRENCE KAIN <tkain@keyspanenergy.com>, "Melissa A. Reges" ‘
<mreges@keyspanenergy.com>, Luis O Ramos <lramos@keyspanenergy.com>,
Richard A Visconti <rvisconti@keyspanenergy.com>

Mass. RFP team:

FYI, as of noontime today, we have been contacted by 7 companies, with no
one declining:

- BP Energy

- Cargill

- Cinergy

- Coral

- DTE Energy
- Marathon Oil
- Sempra

The next step will be for them to execute a CA and submit the Intent to
Respond form.

Having said this, I thought | would send out a quick note to give the team
a heads up or a reminder re: "next" steps.

I would imagine that questions will start coming in over the next few
days, and | will immediately distribute them to the team. As with the LIPA
RFP initiative, the responses will have to be run through Hicksville Legal
- Cindy Clark or Rich Visconti - before they get resent to the bidders.
This whole turnaround process will have to be completed by no later than
July 8th, per the timeline given to the bidders and in order to meet the
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bid due deadline of July 15th.

With respect to the evaluation process, which consists of the following
criteria: Price, Experience, Flexibility, Contract Exceptions and
Creditworthiness, | would ask that everyone give some thought as to how to
best quantify, differentiate and/or rank the bids, particularly from a

"price” perspective. Although it remains to be seen what shape or form the
bids will have, it may be worthwhile to start giving some thought to

possible structures, based on past RFPs or experience.

Stay tuned.

Thanks.
Joe
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Cheryl M. Kimball

-------- Original Message —------

Subject: RE: RFP

Date: Fri, 24 Jun 2005 12:06:00 -0400

From: John Vaughn <jvaughn@keyspanenergy.com>

To:  'Scobell, Michael' <Michael.Scobell@consteliation.com>
CC: Joseph Pradas <jpradas@keyspanenergy.com>

Mike:

According to Joe Pradas, who is the official KeySpan point of contact,
the RFP was sent to David Dahlem in Somers, Conn.

Please contact Joe on 516.596.3520 for further questions regarding this
RFP.

Thanks, great to see you on the fishing trip yesterday

John

From: Scobell, Michael [mailto:Micha;[.Scobeli@consteilation.com[ Sent:
Friday, June 24, 2005 11:09 AM To: vaughnjv@att.net Subject: RFP

John,
It was good to see you yesterday. We had a great time!

I checked around a little this morning and have not found anyone with your
RFP. If you can, send it to me. Thanks. Mike

>>> The information contained in this e-mail transmission is privileged
and/or confidential intended solely for the exclusive use of the
individual addressee. If you are not the intended addressee you are hereby
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notified that any retention, disclosure or other use is strictly
prohibited. If you have received this notification in error, please
immediately contact the sender and delete the material.
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Cheryl M. Kimball

------- Original Message -—-----

Subject: Mass. RFO - Status

Date: Fri, 24 Jun 2005 17:34:06 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: jfeinstein@keyspanenergy.com, smccauley@keyspanenergy.com,_
jallocca@keyspanenergy.com, earangio@keyspanenergy.com,
ncianflone@keyspanenergy.com, mieippert@keyspanenergy.com,
jvaughn@keyspanenergy.com, tkain@keyspanenergy.com,
mreges@keyspanenergy.com, Imarilla@keyspanenergy.com,
cclark@keyspanenergy.com, rvisconti@keyspanenergy.com,
nculliford@keyspanenergy.com, toneill@keyspanenergy.com,
tpoe@keyspanenergy.com, dpapetti@keyspanenergy.com

CC: __Joseph F Bodanza Jr <jpodanza@keyspanenergy.com>, Richard A Rapp Jr
<rrapp@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.com>

Just a quick note to let you know that as of the close of business
today, 6/24, eleven prospective bidders have express an interest in the
Mass. RFP.

Five bidders have executed the CA and the Intent to Respond schedule:

BP Energy
Cinergy
ConoPhillips
Marathon Oil
Tenaska

Six additional bidders are in the process of reviewing the CA and/or the
initial RFP documents:

Cargill

Coral

DTE Energy
Sempra
Sequent

UBS Warburg

No one has yet to responded with a "no".

I'lt keep you posted.

Joe 00043



Cheryl M. Kimball

-——- Original Message ----—--

Subject: Question

Date: Mon, 27 Jun 2005 15:22:22 +0100

From: Mugridge, Paul T <paul.mugridge@bp.com>
To: Joseph Pradas <jpradas@keyspanenergy.com>

Joe,

Is Merrill Lynch going to have a last look or right of first refusal on
this RFP?

Is Merrill Lynch going to be involved in any way with the review and
analysis of the responses?

Thanks

Paul Mugridge

Manager Market Development
Office: 281-366-2567

Cell: 713-857-2428

Fax: 281-366-4929

Email: paul.mugridge@bp.com
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Cheryl M. Kimball

------ Original Message -----—-

Subject: Questions on the RFP

Date: Tue, 28 Jun 2005 12:45:43 -0500

From: Sevil Yaman <syaman@seguentenergy.com>

To:  Joseph Pradas <jpradas@keyspanenergy.com>

Joe,

RFP mentions June 30, 2005 as deadline for submitting questions. Given the
fact that we received all the portfolio info just yesterday, do you think
that we can have some extension on this date?

Thanks,

Sevil Yaman
Manager, Structuring

1200 Smith Street, Suite 900
Houston, TX 77002

office - 832-397-8647
cell -713-304-5037
fax -832-397-1709

-----Original Message-----

From: Joseph Pradas [mailto:jpradas@keyspanenergy.com}
Sent: Friday, June 24, 2005 12:25 PM

To: Sevil Yaman

Subject: [Fwd: Re: [Fwd: FW: KeySpan Energy Delivery CAJ]

Sevil,
CA is okay. Please execute and forward with Intent to Respond form.

Regards,
Joe

---—--- Original Message -------- 0004 5



Subject: Re: [Fwd: FW: KeySpan Energy Delivery CA]

From: "Cynthia R. Clark” <cclark@keyspanenergy.com>
Organization: KeySpan

To: Joseph Pradas <jpradas@keyspanenergy.com>
References: <42BC2A5E.3060801@keyspanenergy.com>

Joe,
This is fine.
Cindy

Joseph Pradas wrote:

> Cindy,

>

> Plse see attached CA.
> Thx.

>

> Joe

>

> --——---- Original Message --------

> Subject: FW: KeySpan Energy Delivery CA
> Date: Fri, 24 Jun 2005 10:38:52 -0500
> From: Sevil Yaman

> To: jpradas@keyspanenergy.com

> CC: Harry Collins

>

> Joe,

>

>

>

> Please see the attached CA. As | mentioned before except the state of
> governing law there is no change. Please let me know your comments.

>
>
>
> Cheers,
>
>
>

> Sevil Yaman
>

> Manager, Structuring
>

VVVYV
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> 1200 Smith Street, Suite 900
>

> Houston, TX 77002
>
>
>

> office - 832-397-8647
>

>cell -713-304-5037

>

>fax -832-397-1709

>

> mail to: syaman@sequentenergy.com

>

>

>

> From: Maureen Barloco > Sent: Friday, June 24, 2005 10:25 AM > To: Sevil
Yaman > Subject: KeySpan Energy Delivery CA > > > > Hello Sevil: > > > >
Attached please find the KeySpan Energy Delivery CA. | have attached >
both a red line and clean version for ease of comparison. > > > > Thank

you, > > Maureen > > > > Maureen Barloco > Administrative Assistant, Legal
> 1200 Smith Street, Suite 900 > Houston, TX 77002 > Phone: 832-397-1718
> Facsimile: 832-397-1749 > > > >

>
Name: Keyspan CA - Draft 01 CL.dOC >
Keyspan CA - Draft 01 CL.dOC Type: WINWORD File
(application/msword) > Encoding:
base64 > Download Status: Not downloaded
with message > > Name: Keyspan CA -
Draft 01 RL.dOC > Keyspan CA - Draft 01 RL.dOC Type: WINWORD
File (application/msword) > Encoding:
base64 > Download Status: Not downloaded

with message
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Cheryl M. Kimball

R

-------- Original Message -----—--—-

Subject: Re: Questions on the RFP

Date: Tue, 28 Jun 2005 14:01:32 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan
To: Sevil Yaman <syaman@sequentenergy.com>
References:

<BC50FC127CD1704597E340BDF4CEQ0380742A3@txhoup03w.corp.aglrsc.com>

Sevil,

| certainly can appreciate the time constraint, but as of right now, we
are holding to the stated timeline.

Regards,
Joe

Sevil Yaman wrote:

>Joe,

>

>RFP mentions June 30, 2005 as deadline for submitting questions. Given
>the fact that we received all the portfolio info just yesterday, do you
>think that we can have some extension on this date?

>

>Thanks,

>

>

>Sevil Yaman

>Manager, Structuring

>

>

>

>1200 Smith Street, Suite 900

>Houston, TX 77002

>

>office - 832-397-8647

>cell -713-304-5037

>fax -832-397-1709

>mail to: syaman@sequentenergy.com 00048
>
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>
>--—-Original Message-----

>From: Joseph Pradas [mailto:jpradas@keyspanenergy.com]
>Sent: Friday, June 24, 2005 12:25 PM

>To: Sevil Yaman

>Subject: [Fwd: Re: [Fwd: FW: KeySpan Energy Delivery CA]]
>

> Sevil,

>

>CA is okay. Please execute and forward with Intent to Respond form.

>

>Regards,

>Joe

>

Seemeeeee Original Message --------

>Subject: Re: [Fwd: FW: KeySpan Energy Delivery CA]
>Date: Fri, 24 Jun 2005 12:30:57 -0400

>From: "Cynthia R. Clark" <cclark@keyspanenergy.com>
>Organization: KeySpan

>To: Joseph Pradas <jpradas@keyspanenergy.com>
>References: <42BC2A5E.3060801@keyspanenergy.com>

>

>

>

>Joe,

>This is fine.

>Cindy

>

>Joseph Pradas wrote:

>

>

>

>> Cindy,

>>

>>Plse see attached CA.

>>Thx.

>>

>>Joe

>>

>>ecoenn- Original Message ---—---
>>Subject: FW: KeySpan Energy Delivery CA
>>Date: Fri, 24 Jun 2005 10:38:52 -0500
>>From_Sevil Yaman

>>To: jpradas@keyspanenergy.com
>>CC: Harry Collins

>>

>>Joe,

>>

>>

>>
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>>Please see the attached CA. As | mentioned before except the state of

>>governing law there is no change. Please let me know your comments.
>>

>>

>>

>>Cheers,

>>

>>

>>

>>Sevil Yaman

>>

>>Manager, Structuring

>>

>>

>>

>>

>>

>>1200 Smith Street, Suite 900

>>

>>Houston, TX 77002

>>

>>

>>

>>office - 832-397-8647

>>

>>cell -713-304-5037

>>

>>fax -832-397-1709

>>

>>mail to: syaman@sequentenergy.com
>>

>>

>>

>>

>
>
>
>>From: Maureen Barloco

>>Sent: Friday, June 24, 2005 10:25 AM

>>To: Sevil Yaman

>>Subject: KeySpan Energy Delivery CA

>>

>>

>>

>>Hello Sevil:

>>

>>

>>

>>Attached please find the KeySpan Energy Delivery CA. | have attached
>>both a red line and clean version for ease of comparison.
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>>

>>

>>

>>Thank you,

>>

>>Maureen

>>

>>

>>

>>Maureen Barloco
>>Administrative Assistant, Legal
>>1200 Smith Street, Suite 900
>>Houston, TX 77002

>>Phone: 832-397-1718
>>Facsimile: 832-397-1749

>>

>>

>>

>>

>>

>>

>
>
>
>> Name: Keyspan CA - Draft 01

>>

>>

>CL.dOC

>

>

>> Keyspan CA - Draft 01 CL.dOC Type: WINWORD File
>>

>>

>(application/msword)

>

>

>> Encoding: base64

>> Download Status: Not downloaded with

>>

>>

>message

>

>

>> Name: Keyspan CA - Draft 01

>>

>>

>RL.dOC

>

>

>> Keyspan CA - Draft 01 RL.dOC Type: WINWORD File
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>>

>>
>(application/msword)
>

>

>>

>>

>>

>>

>message

VVVVYVVY

Encoding: base64
Download Status: Not downloaded with

00052
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———————- Original Message --------

Subject: Mass. RFP

Date: Tue, 28 Jun 2005 14:10:07 -0500

From: Garza, Lisset <LGARZA@Coral-Energy.com>

To:  Joe Pradas (E-mail) <jpradas@keyspanenergy.com>

Joe,
| am requesting clarification on the following items:

* Per data provided under Supply Resources KeySpan indicates it will
manage the supply in the scenario associated capacity to get supply to the
gate is released to Asset Manager how does compliance with shipper must
hold title occur*  The contract that was provided is it KeySpan's
expectations to receive a redline from the bidding party or will this be
handled at a future point (after deal is awarded) * Is KeySpan open to an
agency arrangement of the assets or a only a capacity release of all

assets * Management fee to be paid to KeySpan for the optimization of the
assets does that need to be a stand alone item or can it be imbedded into
the supply price *  Supply price is KeySpan looking for least cost,

weighted average or other pricing mechanism *Price Tier spreadsheet are
order of supply source listed represent order gas is supplied and should

be priced * Is LNG part of RFP or not an option

Thanks for your attention to these questions. As we continue the
evaluation we will submit additional questions.

Lisset Garza

Shell Trading Gas & Power
909 Fannin St., Houston, TX 77010, USA

Tel: +713-767 5470 Fax: +713 265 5470
Email: Igarza@coral-energy.com
Internet: http://www.shell.com
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-—----- Original Message ---—---

Subject: [Fwd: Cargill Request for Extension]
Date: Thu, 30 Jun 2005 10:16:43 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

To: Dino C Papetti <dpapetti@keyspanenergy.com>

FYI
Joe

------- Original Message ---—--—---

Subject: Cargill Request for Extension

Date: Wed, 22 Jun 2005 17:29:36 -0400

From: "Cynthia R. Clark" <cclark@keyspanenergy.com>
Organization: KeySpan

To: Joseph G Pradas <jpradas@keyspanenergy.com>

CC: "John E. Allocca" <jallocca@keyspanenergy.com>

Joe,

FYi-

Craig Adams of Cargill met with John Allocca today and asked whether an
extension of time to prepare a response to the RFP would be possible. John
said he (Craig Adams) would have to consult with you on that. Cindy
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------- Original Message -----—-

Subject: Mass. RFP - Status

Date: Fri, 01 Jul 2005 18:20:40 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: jfeinstein@keyspanenergy.com, smccauley@keyspanenergy.com,_
jallocca@keyspanenergy.com, earangio@keyspanenergy.com,
ncianflone@keyspanenergy.com, mleippert@keyspanenergy.com,
jvaughn@keyspanenergy.com, tkain@keyspanenergy.com,
mreges@keyspanenergy.com, Imarilla@keyspanenergy.com,
cclark@keyspanenergy.com, rvisconti@keyspanenergy.com,
nculliford@keyspanenergy.com, toneill@keyspanenergy.com,
tpoe@keyspanenergy.com, dpapetti@keyspanenergy.com

CC: Joseph F Bodanza Jr <jbodanza@keyspanenergy.com>, Richard A Rapp Jr
<rrapp@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.com>,
Michael A Walker <mwalker@keyspanenergy.com>

Following is a brief update on the Mass RFP process:

1. 23 potential bidders were contacted,

2. 14 potential bidders have executed a CA and completed an Intent to
Respond form (see attachment); 3. No potential bidder has submitted a
decline to bid notice; 4. The first batch or round of questions and
responses, dated 7/1/05, has been completed (Please note that due to the
mostly "procedural” nature of the first set of questions, said questions
were circulated to just a few RFP team members for their review and
comment); 5. A significant number of additional questions were received
late yesterday, and they will be circulated to the larger RFP team for
review and comment on Tuesday, July 5th.

I'l keep you posted as things develop.

Joe
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Company

Anadarko

2%

Burlington Resources

Chevron Texaco

Constellation

DeutscheBank

Devon

Massachusetts RFP for Portfolio Management Services
List of Potential Bidders

Contact

Wanda Marcell
1200 Timberloch Place
The Woodlands, Texas 77380

BRETETGVEIHHEE Paul Mugridge

Manager Market Development
BP Energy

501 Westlake Park Blvd.
Houston, TX 77079

Dan McAstocker

Burlington Resources Canada Ltd.
2100 - 250 6th S.W.

Calgary, Alberta T2P-3H7

% Craig Adams
Director, Marketing & Business Development
Cargill Power & Gas Markets
12700 Whitewater Dr.
Minnetonka, MN 55343-9439

Don Culium

Regional Director - Gulf Coast
Natural Gas Marketing - U.S.
Chevron Natural Gas

1500 Louisiana Street, Third Floor
Houston, TX 77002

2 Chis Fischer - Director, Origination

EEE

Cinergy Marketing & Trading, LP
1100 Louisiana St, Suite 4900
Houston, TX 77002

Jeff Brant

Director, NE Origination
ConocoPhillips Gas & Power
5795 Widewaters Parkway #201
DeWitt, NY 13214

David Dahlem
23 Franklin Woods Road
Somers, Ct 06071

1 Lisset Garza

Shell Trading Gas & Power
909 Fannin St.
Houston, TX 77010

Allan Kessler

Deutsche Bank AG New York
60 Wall Street Sth Fioor

New York, NY 10005

Ken Ballard
20 North Broadway, BOC 7.16
Oklahoma City, OK 73102-8260

4 Sharon Crow

East Origination
DTE Energy Trading
414 S. Main Street
Suite 200

Ann Asbor, Ml 48104

Office

(832) 636-7155

(281) 366-2567

(403) 260-8057

(952) 984-3301

(832) 854-5032

(713) 393-6846

(315) 453-7353

(860) 763-5015

(713) 767-5470

(212) 250-8693

{405) 228-8285

(734) 887-2135

Fax

(832) 636-7181

(281) 366-4969

(403) 269-8236

(952) 984-3607

(832) 854-3293

(713) 890-3134

(315) 453-7355

(860) 763-5016

(713) 265-5470

(405) 228-8372

(734) 887-2104

7/1/2005

Email

wanda_marceli@anadarko.com

paul.mugridge@BP.com

DMcAstocker@br-inc.com

craig_adams@cargill.com

doncullum@chevrontexaco.com

chris fischer@cinergy.com

jeff.brant@conocophillips.com

david.dahlem@consteltation.com

Igarza@coral-energy.com

allan kessler@db.com

ken.ballard@dvn.com

crows@dteenergy.com
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Company
EnCana

ExxonMobil

Morgan Stanley

St

KeEs

i Kristen Gould

Contact
Haig Vejprava
Director of Marketing
1800, 855 2nd Street SW.
P.O. Box 2850
Calgary, Alberta
T2P 285

Guangtao Zhu

ExxonMobil Gas & Power Marketing
800 Bell Street, Room 3562R
Houston, TX 77002

Jim Bowden

Marathon Oil

P.O. Box 3128

Houston, TX 77253-3128

David Stratton

Lon Tiemann

Chris Beggins

20 East Greenway Plaza Suite 700
Houston, TX 77046

Robert Faiteli

Morgan Stanley
Trading Floor

2000 Westchester Ave.
Purchase, NY 10577

Z Phill May
Director of Origination - Northeast Region

ONEOK Energy Services
100 W. Fifth Street Suite 1600
Tulsa, OK 74103-4298

Director

Sempra Energy Trading Corp.
58 Commerce Rd.

Stamford, CT 06902

Pete Tumminello

Sequent Energy Management
1200 Smith Street Suite 900
Houston, TX 77002

 Claude Peyrot

R

2 International Drive Suite 200
Portsmouth, NH 03801-6809

Manager, Marketing

3050, 300 - 5th Avenue S.W.
Stock Exchange Tower
Calgary, AB T2P 3C4

%25 Patrice Thurston

UBS Energy Desk
677 Washington Boulevard
Stamford, CT 06901

Note: A. 23 potential bidders were contacted.

Office
{403) 645-4316

(713) 656-6297

(713) 296-3700

(713) 544-4400
(713) 544-7758
(713) 544-7761

(914) 225-1460

(918) 591-5169

(203) 355-5087

(832) 397-3742

(603) 430-7254

(403) 716-1382

(203) 719-8503

Fax

(713) 656-2727

(713) 296-4481

(918) 591-5130

(832) 397-1709

(403) 716-1375

(203) 719-1056

14 potential bidders have executed a Confidentiality Agreement and Intent fo Respond form (highlighted companies).
No potential bidder has submitted a decline to bid notice.

david_stratton@ml.com
lon_tiemann@ml.com
chris_beggins@ml.com

Phill. May@oneok.com

kgould@tmvgas.com

haig.vejprava@encana.com

guangtao.zhu@exxonmobil.com

jrbowden@marathonoil.com

robert faitell@morganstanley.com

slashelle@sempratrading.com

ptummine@sequentenergy.com

cpeyrot@spragueenergy.com

patrice.thurston@ubs.com
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Massachusetts RFP for Portfolio Management Services

Bidders Questions & Responses

Response to Proposal Clarification Questions (7/01/05)

1. Is Merrill Lynch going to have a last look or right of first refusal on this RFP?

Response: No, in both instances.

2. Is Merrill Lynch going to be involved in any way with the review and analysis of the
responses?

Response: No, in both instances.

3. Is an extension going to be given to the July 15, 2005 bid due date?

Response: No extension is being contemplated at the present time.

4. Is an extension going to be given to the June 30, 2005 deadline for submitting
questions?

Response: No extension is being contemplated at the present time.

5. The RFP stipulates that responses be firm in nature and binding upon the respondent,
until November 1, 2005. Will KeySpan accept non-firm bids relative to price and/or
the November 1, 2005 date?

Response: Section I1.B.3 of the RFP states that the bids must be firm, with the
price quote and other terms firm until November 1, 2005. It is up to the
bidder to assess the risk of having their bid disqualified as a result of
submitting a non-conforming bid.

6. Can the capacity be released to Portfolio Manager? If Supply is managed by
KeySpan - what occurs so that the Portfolio Manager has title of gas to transport to the
citygate? If the answer is no next question is - KeySpan holds both capacity and
Supply, then is the Portfolio Manager not responsible for a portion of the load at the
citygate equaling this total? This second question applies to each situation that
KeySpan maintains the capacity. In modeling, should the Portfolio Manager assume
baseload to citygate for all KeySpan managed capacity.
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Response: Yes, capacity can be released to the Asset Manager. In Exhibit D-1 of the
RFP, there are two categories listed under Supply Resources and
Transportation - Company Managed and Released to Asset Manager
(“AMA”). It will be the responsibility of KeySpan to schedule and
nominate to the city gate all of the contracts with an “X” in boxes in the
Company Managed column. Likewise, all contracts listed with an “X” in
the boxes in the Released to AMA column will be performed as a
capacity release by the Portfolio Manager.

7. Is it KeySpan's expectations to receive a redline from the bidding party or will this be
handled at a future point (after deal is awarded)?

Response: Section II.B.1 of the RFP states that the bidders should “identify any
exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions”. This is to be submitted with the
initial bid.

8. Is KeySpan open to an agency arrangement of the assets or a only a capacity release of
all assets?

Response: KeySpan is currently not considering an agency arrangement. KeySpan will
release capacity to the successful bidder all of the non Company Managed
Assets as defined/identified in the RFP.

9. With regard to the management fee to be paid to KeySpan for the optimization of the
assets, does that need to be a stand alone item or can it be imbedded into
the supply price?

Response: Section III of the RFP states that the “bidders may propose a guaranteed
payment to KeySpan, a sharing of net profits, a combination of the two, or
any other similar arrangements in which value can be easily quantified”.

It is left to the discretion of the bidders to determine which structure to
propose.

10. With regard to the supply price, is KeySpan looking for least cost, weighted average
or other pricing mechanism?

Response: KeySpan is looking for the least overall cost.
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11. Is the listing of supply source in particular order i.e., Tennessee Domestic
Baseload/Swing Tiers:
Zn 1,100 leg
Zn 0, 100 leg
Zn 1, 800 leg
Zn 1, 500 leg
Are you required to fill load in that exact order or can you do Zn 1 500 leg
before Zn 0 100 leg?

Response: Section 4.1.1 of the Agreement states that “supply will be priced as if
sourced from each tier sequentially until each tier is exhausted, up to the
Buyer’s MDQ”. There is no layering within the respective tiers.
Each individual zone within the respective tiers contributes a pro-rata
share of the overall tier volume. It is left to the discretion of the bidders to
present a different (albeit non-conforming) pricing or tier structure.

12. Is LNG part of RFP or not an option?
Response: LNG is a Company Managed Asset set forth on Exhibit D-6 to the RFP.

See Response # 6. It is left to the discretion of bidders to present options
for LNG utilization.

13. With regard to Demand Charges, will Buyer reimburse Portfolio Manager for
all demand charges associated with all the assets released?

Response: Yes, subject to the terms and conditions as described in the Agreement.

14. Will KeySpan accept bids that are non-binding or firm but require Board Approval?

Response: See Response #5.
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----- Original Message --------

Subject: Re: RFP Questions

Date: Thu, 30 Jun 2005 10:33:03 -0400

From: Sharon T Crow <crows@dteenergy.com>

To: Joseph Pradas <jpradas@keyspanenergy.com>

CC: Anthony Targan <targana@dteenergy.com>, Kevin Watler
<watlerk@dteenergy.com>, Steven C Mabry <mabrys@dteenergy.com>

Joseph,

Attached please find some questions prepared by DTE/CTC regarding the
Asset Management RFP. | may also be sending some additional questions
regarding the transportation portfolio later this afternoon. Should you

have any comments regarding the attached material, please do not hesitate
to contact me.

Have a safe Holiday weekend!
Cordially,

Sharon Crow

East Origination

DTE Energy Trading
734-887-2135
734-777-2178 (cell)

AOL IM: hockeymumsrule

(See attached file: keyspanrfpquestions.doc)
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. Questions pertaining to Request for Proposal dated June 17, 2005

Administrative (Legal, Credit, Corporate)

1. Does an Asset Management Draft/Sample Agreement exist that KeySpan
could provide for legal review?

2. Will a Precedent Agreement be signed between the KeySpan and the winning
bidder while the final Asset Management Agreement is negotiated?

3. Upon assignment or release of transport/storage assets to winning bidder,
shall all agreements be subject to bulletin board bidding?

4. Will KeySpan be providing “back up” credit assurances to the pipeline entities
or will winning bidder be required to provide all additional credit assurances
if deemed necessary by those said entities?

5. Are all upstream supply agreements assignable based on creditworthiness,
and good industry standing? In the event, an entity objects to assigning
their agreement to winning bidder, what will be the recourse?

6. If a bidder requires Board and Senior Management approvals for entering into
such a term agreement, are there allowances for a firm bid to be subject to
overall Management review? Would that disallow the bid from '
consideration?

7. With regard to contract extensions, what will be the notification period
provided by KeySpan to winning bidder? Will the extensions include pricing
tier revisions? Shall the extensions require additional contract language or
will that be part of the initial agreement?

Regulatory
1. Is the Asset Management Agreement subject to what regulatory reviews?

a. State
b. Federal
c. Others

2. Is the Asset Management transaction subject to annual review by these same
governmental bodies?

3. What is the process in “"unwinding” the transaction should one of the
regulatory reviews deem the transaction between KeySpan and bidder non-
prudent to rate payers?
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~ Pricing/Transaction Structure

1.

Staff

Should a management fee payable to KeySpan be proposed, does KeySpan
require that payment to be upfront, or can the payments be on a monthly
basis e.g. deductible from the demand charges/transport fees/storage fees
due bidder from Keyspan?

. Pertaining to a "sharing” mechanism, those monies owed to KeySpan from

bidder be deducted from those fees owed to bidder, or shall separate
invoicing occur and the funds be netted out?

Can Keyspan provide examples and/or documentation of the following;

Tier Pricing (least cost dispatch)

Paper Storage Accounting

Historical Storage Usage

Historical usage pattern

Nomination forms

Outstanding Pipeline/Storage Imbalances
LNG usage pattern

empapgy

Other than “slice of service” reduction for retail providers, what agreements
does KeySpan anticipate not renewing with either transport or storage
providers? Dependent upon the forecasted volume of usage and assets
available, the value assigned to this transaction may be adversely affected
should agreements expire.

How will “sharing” mechanism transactions be accounted for? Documented?
Agreed upon (e.g. market intelligence/market information sharing)?

Will the current asset manager be permitted to assist KeySpan in reviewing
the bids associated in this RFP?

How many personnel are expected from each entity to manage this
transaction? Front office, mid office, back office?

Does KeySpan require bidder's employees to be located in their offices? If so,
how many? From what area?

Does KeySpan require any of its personnel to reside in bidder’s office
location?
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4. How will expenses for personnel be handled? Should expected costs for
travel, etc. be included in the bid or will there be an exception/process to
follow agreed upon between both companies?

Assets (Transport, Storage, etc.)

1. All questions pertaining to the assets shall be forthcoming under separate
cover.
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------- Original Message --------

Subject: [Fwd: Re: RFP Questions]

Date: Thu, 30 Jun 2005 13:45:57 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Nancy G. Culiiford <nculliford@keyspanenergy.com>, Dino C Papetti
<dpapetti@keyspanenergy.com>

We spoke too soon. Here is a boat load of questions I'll format them and
send them off for review sometime tomorrow.

By the way, | spoke with Sharon Crow and she said that the questions were
prepared before they had a chance to closely review the Exhibits, so she
said that many of them will probably fall in the "self-explainatory

category" - let's hope so.

I'm sending them to you as a heads-up.

Joe

Subject: Re: RFP Questions

Date: Thu, 30 Jun 2005 10:33:03 -0400

From: Sharon T Crow <crows@dteenergy.com>

To:  Joseph Pradas <jpradas@keyspanenergy.com>

CC: Anthony Targan <targana@dteenergy.com>, Kevin Watler
<watlerk@dteenergy.com>, Steven C Mabry <mabrys@dteenergy.com>

Joseph,

Attached please find some questions prepared by DTE/CTC regarding the
Asset Management RFP. | may also be sending some additional questions
regarding the transportation portfolio later this afternoon. Should you

have any comments regarding the attached material, please do not hesitate
to contact me.

Have a safe Holiday weekend!
Cordially,
Sharon Crow 00069



East Origination

DTE Energy Trading
734-887-2135
734-777-2178 (cell)

AOL IM: hockeymumsrule

(See attached file: keyspanrfpquestions.doc)
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---—--— Original Message ---—----

Subject: Questions RE: KeySpan RFP for Portfolio Mgmt Srvcs
Date: Thu, 30 Jun 2005 13:23:29 -0500

From:_Sandra Dudley <sdudley@tmvgas.com>

To:  jpradas@keyspanenergy.com

Joseph,

Please find attached Tenaska's questions regarding the Request for

Proposals for Portfolio Management Services on Behalf of Boston Gas
Company, Colonial Gas Company, and Essex Gas Company, All d/b/a KeySpan
Energy Delivery New England.

As a favor, could you please reply to this e-mail to confirm its
receipt. Thank you.

Sandra Dudley
Tenaska Marketing Ventures
402-758-6213
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Tenaska Marketing Ventures/
Tenaska Marketing Canada

Questions Regarding RFP for Portfolio Management Services On Behalf Of Boston Gas
Company, Colonial Gas Company, And Essex Gas Company, All D/B/A KeySpan Energy
Delivery New England

1) Does Buyer have any discounted transport that would revert to maximum rates when moved out of
path? If so, please provide relevant details.

2) Are there any receipt/delivery point restrictions on any of the transportation contracts? If so, please
provide relevant details.

3) Does Buyer have any off-system obligations or obligations beyond its load?
4) Please describe any operational balancing agreements Buyer has in place.

5) When will Buyer notify Portfolio Manager of the monthly capacity recalls and reassignments under
the unbundling program? How much has Buyer's MDQ under the Portfolio Management
Arrangement changed on a monthly basis over the past two years as a result of Buyer's gas
unbundling program?

6) How important is the option for Keyspan to extend the term of the arrangement for up to two
additional one-year periods? Under what conditions would Keyspan extend the term of the
arrangement?

7) Will the Portfolio Manager be allowed to optimize around baseload (monthly) supply purchased by
Buyer?

8) Will “Company Managed Assets” be available for Portfolio Manager to optimize?
9) Will Buyer partition the deal by utility (i.e. Colonial Gas only)?

10) The Boston Gas schematic infers that the load is interchangeable between Tennessee and
Aigonquin. What percentage is interchangeable? Are there any limitations? Will the Portfolio
Manager be allowed to decide whether to use Tennessee or Algonquin to serve a given portion of
the load?

11) For the Canadian Baseload Tier of gas supply and transport, it appears that Buyer has long term
gas supply contracts to satisfy this tier of gas, and that Buyer will continue to manage the
transportation necessary for this gas supply. What role, if any, does Buyer envision for Seller with
respect to this portion of supply and transportation?

12) What volume (in Bcf) of fixed price transactions does Buyer typically trigger with its Portfolio
Manager during a given contract year?

13) What quantity of gas supply does Buyer typically purchase from its Portfolio Manager during any
given contract year?

14) For the summer underground storage refill, does Buyer assume gas is injected ratably during the
April through October period? Does Buyer retain any rights under the Portfolio Management
Arrangement to vary the injection quantities by month during the summer?

15) Since the Summer Index is computed at the end of the summer injection period, how does Buyer
intend to pay for gas injected into storage during the summer? Will Buyer pay Seller for gas injected
into storage at the end of the summer, or will Buyer pay Seller for gas injected into storage on a
ratable basis during each month of the summer?

16) The magnitude of the "Initial Underground Actual Storage Balance" that will exist on April 1, 2006
could have a material impact on the value of the Portfolio Management arrangement. What factors
will influence this amount? Are there any existing contractual requirements that will influence this
amount?

17) Under what type of circumstances would Buyer revise its asset listing?
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Tenaska Marketing Ventures/
Tenaska Marketing Canada

18) What method will be used to adjust transportation fees as capacity is added/deleted?

19) If a portion of the value in Seller's bid is derived from a pricing relationship using NYMEX or Basis
Hedges, is it acceptable to have Seller's firm offer be subject to adjustment based on changes in
market conditions for such NYMEX and Basis Hedges?

20) Will Buyer accept a bid for the management of its assets without requiring the Portfolio Manger to
sell it supply?

21) Please verify that all capacities provided in the exhibits are net capacity positions (i.e. total capacity
less that dedicated for unbundled customers).

22) In Section V. of the RFP under “Gas Supply Obligations” it reads that, “upon hitting a storage ratchet
based on Buyer's Paper Storage Balance, Seller shall remain obligated to sell and deliver up to
Buyer's MDQ..." Please clarify what this means.

23) Please provide historical load data by gate. Also please specify (by gate) the amount served by
third parties.

24) Please outline any tax obligations.
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-------- Original Message -—----

Subject: Questions relating to RFP dated June 17, 2005
Date: Thu, 30 Jun 2005 20:40:03 +0100

From: Mugridge, Paul T <paul.mugridge@bp.com>

To: Joseph Pradas <jpradas@keyspanenergy.com>

Joe, here are a series of questions that BP would like to have
answered. Hopefully, they are clear and concise, however, feel free to
give me a call should you not understand or need further clarification of
these questions.

Thanks

Paul Mugridge

Manager Market Development
Office: 281-366-2567

Cell: 713-857-2428

Fax: 281-366-4929

Email: paul. mugridge@bp.com
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—, June 30, 2005

o Questions for KeySpan NE in regards to RFP for Portfolio Management

Submitted by: Paul Mugridge
BP Energy Company
O - 281-366-2567
C—713-857-2428
paul.mugridge@bp.com

Pricing:

Under the Price Section, the Demand Charges “Reasonably Incurred” by the Portfolio Manager will be
reimbursed. Under what cases would the Buyer refuse to reimburse the Portfolio Manager for
Demand Charges incurred on the Buyer’s assets released to Portfolio Manager?

Is there any difference between the Winter and Summer Price Tiers?
Capacity Release:

Capacity Release — is Bidder responsible for releasing capacity to marketers under KeySpan’s
Unbundling Program?

Will KEDNE release capacity to Bidder each month for all pipeline storage and transportation
contracts or only those contracts included in KEDNE Unbundling Program?

- Does the list of contracts included with this RFP include or exclude capacity released under KEDNE’s
_ Unbundling Program? If included please provide the currently released volumes for each contract and
""" potential range of releases for each contract.

Transport Contracts:

Please identify all transportation contracts with discounted rates and provide the appropriate demand,
commodity and fuel charges for these contracts.

Many transportation contracts have expiration dates that occur during the proposed term of the RFP.
For these contracts please identify if they will be renewed, at what quantity level they will be renewed
& if not renewed how will supply be sourced or what asset will be used to replace the expired contract.

Company Managed Supplies:

Many of the company managed supplies expire during the proposed term of the RFP. Will the
successful Bidder be required to replace these supplies as they expire? If so, on what terms?

Baseload Volumes:

Can KEDNE provide a reasonable estimate of Baseload volumes, by month, for the proposed term of
the transaction?

Proposed “Contract” between the Parties:

Sec. 5.1 (¢) please further define ... “Seller expressly acknowledges that any recall of underground
storage contracts shall result in the conveyance of title to the Paper Storage Balance to Buyer.”

Sec. 5.2.2 what are the limits of the OBAs on TGP and AGT
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Reports:

\ / Would KEDNE provide samples of the monthly and daily reports desired, particularly the “Daily
Allocation” report.
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-------- Original Message --------

Subject: Parental Guarantee

Date: Thu, 30 Jun 2005 23:54:11 +0100

From: Mugridge, Paul T <paul.mugridge@bp.com>
To: Joseph Pradas <jpradas@keyspanenergy.com>

I noticed there is a Parental Guarantee attached to the back of the
contract. Is KEDNE expecting the successful bidder to sign the
guarantee? Or is that a negotiated item depending on the company?

Paul Mugridge

Manager Market Development
Office: 281-366-2567

Cell: 713-857-2428

Fax: 281-366-4929

Email: paul.mugridge@bp.com
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——m—emee Original Message --------

Subject: KeySpan Mass RFP

Date: Thu, 30 Jun 2005 19:23:56 -0500

From: Garza, Lisset <LGARZA@Coral-Energy.com>

To:  Joe Pradas (E-mail) <jpradas@keyspanenergy.com>

Joe,
We have the following request:
* Daily historical utilization of storage and the pipes

Hopefully you will still take this request. | have been in meeting all
afternoon. Thanks

Lisset Garza

Shell Trading Gas & Power
909 Fannin St., Houston, TX 77010, USA

Tel: +713-767 5470 Fax: +713 265 5470
Email: lgarza@coral-energy.com
Internet: http://www.shell.com
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-------- Original Message --------

Subject: Re: [Fwd: Re: RFP Questions]

Date: Fri, 01 Jul 2005 09:58:48 -0400

To:  Joseph Pradas <jpradas@keyspanenergy.com>

CC: Dino C Papetti <dpapetti@keyspanenergy.com>, Jennifer Feinstein

<jfeinstein@keyspanenergy.com>, Stephen A Mc Cauley

<smccauley@keyspanenergy.com>, "John E. Allocca"

<jallocca@keyspanenergy.com>, Elizabeth Danehy Arangio

<earangio{@keyspanenergy.com> References:
<42C42FD5.2050700@keyspanenergy.com>

Joe:
| have read over the questions. Several of these will need to be

-answered by our Legal Department. Rich Rapp or John Vaughn | believe

will need to weigh in on the discussion about staffing? Please let me
know how you would like to proceed about coordinating responses with the
various groups. :

Nancy
Joseph Pradas wrote:

> We spoke too soon. Here is a boat load of questions I'll format them and
> send them off for review sometime tomorrow.

>

> By the way, | spoke with Sharon Crow and she said that the questions

> were prepared before they had a chance to closely review the Exhibits,
> so she said that many of them will probably fall in the

> "self-explainatory category" - let's hope so.

>

> I'm sending them to you as a heads-up.

> Subject: Re: RFP Questions

> Date: _Thu, 30 Jun 2005 10:33:03 -0400

> From: Sharon T Crow <crows@dteenergy.com>

>To: Joseph Pradas <jpradas@keyspanenergy.com>

>CC: Anthony Targan <targana@dteenergy.com>, Kevin Watler

> <watlerk@dteenergy.com>, Steven C Mabry <mabrys@dteenergy.com>
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>

> Joseph,

>

> Attached please find some questions prepared by DTE/CTC regarding the
> Asset Management RFP. | may also be sending some additional questions
> regarding the transportation portfolio later this afternoon. Should you

> have any comments regarding the attached material, please do not

> hesitate to contact me.

>

> Have a safe Holiday weekend!
>

> Cordially,

>

> Sharon Crow

> East Origination

> DTE Energy Trading
> 734-887-2135

> 734-777-2178 (cell)

> AOL IM: hockeymumsrule
>

>

> (See attached file: keyspanrfpquestions.doc)
>
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-------- Original Message --—-----

Subject: Mass. RFP - Questions & Responses - July 1, 2005
Date: Fri, 01 Jul 2005 16:30:58 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

The RFP for Management Services for KeySpan's Massachusetts Gas
Portfolio, dated June 17, 2005, provides for all questions submitted by
potential bidders as well as KeySpan's responses, to be shared with all
potential bidders who have returned a Notice of intent to Respond Form and
a Confidentiality Agreement.

Attached is the first set of questions and responses, dated July 1, 2005.

Regards,
Joe
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Massachusetts RFP for Portfolio Management Services
Bidders Questions & Responses

Response to Proposal Clarification Questions (7/01/05)

1. Is Merrill Lynch going to have a last look or right of first refusal on this RFP?

Response: No, in both instances.

2. Is Merrill Lynch going to be involved in any way with the review and analysis of the
responses?

Response: No, in both instances.

3. Is an extension going to be given to the July 15, 2005 bid due date?

Response: No extension is being contemplated at the present time.

4. Is an extension going to be given to the June 30, 2005 deadline for submitting
questions?

Response: No extension is being contemplated at the present time.

5. The RFP stipulates that responses be firm in nature and binding upon the respondent,
until November 1, 2005. Will KeySpan accept non-firm bids relative to price and/or
the November 1, 2005 date?

Response: Section II.B.3 of the RFP states that the bids must be firm, with the
price quote and other terms firm until November 1, 2005. It is up to the
bidder to assess the risk of having their bid disqualified as a result of
submitting a non-conforming bid.

6. Can the capacity be released to Portfolio Manager? If Supply is managed by
KeySpan - what occurs so that the Portfolio Manager has title of gas to transport to the
citygate? If the answer is no next question is - KeySpan holds both capacity and
Supply, then is the Portfolio Manager not responsible for a portion of the load at the
citygate equaling this total? This second question applies to each situation that
KeySpan maintains the capacity. In modeling, should the Portfolio Manager assume
baseload to citygate for all KeySpan managed capacity.
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Response: Yes, capacity can be released to the Asset Manager. In Exhibit D-1 of the
RFP, there are two categories listed under Supply Resources and
Transportation - Company Managed and Released to Asset Manager
(“AMA”). It will be the responsibility of KeySpan to schedule and
nominate to the city gate all of the contracts with an “X” in boxes in the
Company Managed column. Likewise, all contracts listed with an “X” in
the boxes in the Released to AMA column will be performed as a
capacity release by the Portfolio Manager.

7. Is it KeySpan's expectations to receive a redline from the bidding party or will this be
handled at a future point (after deal is awarded)?

Response: Section I1.B.1 of the RFP states that the bidders should “identify any
exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions”. This is to be submitted with the
initial bid.

8. Is KeySpan open to an agency arrangement of the assets or a only a capacity release of
all assets?

Response: KeySpan is currently not considering an agency arrangement. KeySpan will
release capacity to the successful bidder all of the non Company Managed
Assets as defined/identified in the RFP.

9. With regard to the management fee to be paid to KeySpan for the optimization of the
assets, does that need to be a stand alone item or can it be imbedded into
the supply price?

Response: Section III of the RFP states that the “bidders may propose a guaranteed
payment to KeySpan, a sharing of net profits, a combination of the two, or
any other similar arrangements in which value can be easily quantified”.

It is left to the discretion of the bidders to determine which structure to
propose.

10. With regard to the supply price, is KeySpan looking for least cost, weighted average
or other pricing mechanism?

Response: KeySpan is looking for the least overall cost.
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11. Is the listing of supply source in particular order i.e., Tennessee Domestic
Baseload/Swing Tiers:
Zn 1, 100 leg
Zn 0, 100 leg
Zn 1, 800 leg
Zn 1, 500 leg
Are you required to fill load in that exact order or can you do Zn 1 500 leg
before Zn 0 100 leg?

Response: Section 4.1.1 of the Agreement states that “supply will be priced as if
sourced from each tier sequentially until each tier is exhausted, up to the
Buyer’s MDQ”. There is no layering within the respective tiers.
Each individual zone within the respective tiers contributes a pro-rata
share of the overall tier volume. It is left to the discretion of the bidders to
present a different (albeit non-conforming) pricing or tier structure.

12. Is LNG part of RFP or not an option?
Response: LNG is a Company Managed Asset set forth on Exhibit D-6 to the RFP.

See Response # 6. 1t is left to the discretion of bidders to present options
for LNG utilization.

13. With regard to Demand Charges, will Buyer reimburse Portfolio Manager for
all demand charges associated with all the assets released?

Response: Yes, subject to the terms and conditions as described in the Agreement.

14. Will KeySpan accept bids that are non-binding or firm but require Board Approval?

Response: See Response #5.
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------- Original Message --------

Subject: Mass. RFP - Status

Date: Fri, 01 Jul 2005 18:20:40 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: jfeinstein@keyspanenergy.com, smccauley@keyspanenergy.com,_
jallocca@keyspanenergy.com, earangio@keyspanenergy.com,
ncianflone@keyspanenergy.com, mileippert@keyspanenergy.com,
jvaughn@keyspanenergy.com, tkain@keyspanenergy.com,
mreges@keyspanenergy.com, Imarilla@keyspanenergy.com,
cclark@keyspanenergy.com, rvisconti@keyspanenergy.com,
nculliford@keyspanenergy.com, toneilli@keyspanenergy.com,
tpoe@keyspanenergy.com, dpapetti@keyspanenergy.com

CC:__Joseph F Bodanza Jr <jpbodanza@keyspanenergy.com>, Richard A Rapp Jr
<rrapp@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.com>,
Michael A Walker <mwalker@keyspanenergy.com>

Following is a brief update on the Mass RFP process:

1. 23 potential bidders were contacted;

2. 14 potential bidders have executed a CA and completed an Intent to
Respond form (see attachment); 3. No potential bidder has submitted a
decline to bid notice; 4. The first batch or round of questions and
responses, dated 7/1/05, has been completed (Please note that due to the
mostly "procedural” nature of the first set of questions, said questions
were circulated to just a few RFP team members for their review and
comment); 5. A significant number of additional questions were received
late yesterday, and they will be circulated to the larger RFP team for
review and comment on Tuesday, July 5th.

I'l keep you posted as things develop.

Joe
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Massachusetts RFP for Portfolio Management Services

Bidders Questions & Responses

Response to Proposal Clarification Questions (7/01/05)

1. Is Merrill Lynch going to have a last look or right of first refusal on this RFP?
Response: No, in both instances.

2. Is Mernill Lynch going to be involved in any way with the review and analysis of the
responses?

Response: No, in both instances.

3. Is an extension going to be given to the July 15, 2005 bid due date?
Response: No extension is being contemplated at the present time.

4. Is an extension going to be given to the June 30, 2005 deadline for submitting
questions?

Response: No extension is being contemplated at the present time.

5. The RFP stipulates that responses be firm in nature and binding upon the respondent,
until November 1, 2005. Will KeySpan accept non-firm bids relative to price and/or
the November 1, 2005 date?

Response: Section I1.B.3 of the RFP states that the bids must be firm, with the
price quote and other terms firm until November 1, 2005. It is up to the

bidder to assess the risk of having their bid disqualified as a result of
submitting a non-conforming bid.

6. Can the capacity be released to Portfolio Manager? If Supply is managed by

KeySpan - what occurs so that the Portfolio Manager has title of gas to transport to the

citygate? If the answer is no next question is - KeySpan holds both capacity and
Supply, then is the Portfolio Manager not responsible for a portion of the load at the
citygate equaling this total? This second question applies to each situation that
KeySpan maintains the capacity. In modeling, should the Portfolio Manager assume
baseload to citygate for all KeySpan managed capacity.
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Response: Yes, capacity can be released to the Asset Manager. In Exhibit D-1 of the
RFP, there are two categories listed under Supply Resources and
Transportation - Company Managed and Released to Asset Manager
(“AMA”). It will be the responsibility of KeySpan to schedule and
nominate to the city gate all of the contracts with an “X” in boxes in the
Company Managed column. Likewise, all contracts listed with an “X” in
the boxes in the Released to AMA column will be performed as a
capacity release by the Portfolio Manager.

7. Is it KeySpan's expectations to receive a redline from the bidding party or will this be
handled at a future point (after deal is awarded)?

Response: Section I1.B.1 of the RFP states that the bidders should “identify any
exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions”. This is to be submitted with the
initial bid.

8. Is KeySpan open to an agency arrangement of the assets or a only a capacity release of
all assets?

Response: KeySpan is currently not considering an agency arrangement. KeySpan will
release capacity to the successful bidder all of the non Company Managed
Assets as defined/identified in the RFP.

9. With regard to the management fee to be paid to KeySpan for the optimization of the
assets, does that need to be a stand alone item or can it be imbedded into
the supply price?

Response: Section III of the RFP states that the “bidders may propose a guaranteed
payment to KeySpan, a sharing of net profits, a combination of the two, or
any other similar arrangements in which value can be easily quantified”.
It is left to the discretion of the bidders to determine which structure to
propose.

10. With regard to the supply price, is KeySpan looking for least cost, weighted average
or other pricing mechanism?

Response: KeySpan is looking for the least overall cost.
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11. Is the listing of supply source in particular order i.e., Tennessee Domestic
Baseload/Swing Tiers:
Zn 1, 100 leg
Zn 0, 100 leg
Zn 1, 800 leg
Zn 1,500 leg
Are you required to fill load in that exact order or can you do Zn 1 500 leg
before Zn 0 100 leg?

Response: Section 4.1.1 of the Agreement states that “supply will be priced as if
sourced from each tier sequentially until each tier is exhausted, up to the
Buyer’s MDQ”. There is no layering within the respective tiers.
Each individual zone within the respective tiers contributes a pro-rata
share of the overall tier volume. It is left to the discretion of the bidders to
present a different (albeit non-conforming) pricing or tier structure.

12. Is LNG part of RFP or not an option?
Response: LNG is a Company Managed Asset set forth on Exhibit D-6 to the RFP.

N See Response # 6. It is left to the discretion of bidders to present options
for LNG utilization.

13. With regard to Demand Charges, will Buyer reimburse Portfolio Manager for
all demand charges associated with all the assets released?

Response: Yes, subject to the terms and conditions as described in the Agreement.

14. Will KeySpan accept bids that are non-binding or firm but require Board Approval?

Response: See Response #5.
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------- Original Message ----—----

Subject: RE: Mass. RFP - Questions & Responses - July 1, 2005
Date: Tue, 05 Jul 2005 10:20:21 -0500

From: Sevil Yaman <syaman@sequentenergy.com>

To: Joseph Pradas <jpradas@keyspanenergy.com>

Joe,

| assume this is the first set of answers and they'll be followed with

more. Also, as we keep working on the portfolio we come up with more
questions. What is the procedure for submitting more questions? Can we
call you or anyone else from your organization and ask more technical and
operational questions?

- Thanks,

Sevil Yaman
Manager, Structuring

1200 Smith Street, Suite 900
Houston, TX 77002

office - 832-397-8647

cell -713-304-5037

fax -832-397-1709

mail to: syaman@sequentenergy.com

----- Original Message--—-

From: Joseph Pradas [mailto:jpradas@keyspanenergy.com]
Sent: Friday, July 01, 2005 3:31 PM

Subject: Mass. RFP - Questions & Responses - July 1, 2005

The RFP for Management Services for KeySpan's Massachusetts Gas
Portfolio, dated June 17, 2005, provides for all questions submitted by
potential bidders as well as KeySpan's responses, to be shared with all
potential bidders who have returned a Notice of Intent to Respond Form and
a Confidentiality Agreement.

Attached is the first set of questions and responses, dated July 1,

2005.
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Regards,
7y Joe
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----——- Original Message -----—-

Subject: Mass. RFP - 2nd Round of Questions

Date: Tue, 05 Jul 2005 12:18:09 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: Richard A Visconti <rvisconti@keyspanenergy.com>, Jennifer B

Feinstein <jfeinstein@keyspanenergy.com>, "Nancy G. Culliford"
<nculliford@keyspanenergy.com>, "John E. Aliocca"
<jallocca@keyspanenergy.com>, Mark J Leippert
<mleippert@keyspanenergy.com>. Thomas P ONeill <toneill@keyspanenergy.com>
CC: Stephen A Mc Cauley <smccauley@keyspanenergy.com>, Dino C Papetti
<dpapetti@keyspanenergy.com>, Cynthia R Clark <cclark@keyspanenergy.com>

Attached for your review is the 2nd Round of questions re: Mass. RFP. As
per the RFP, we will need to get back to the prospective bidders by this
Friday, July 8th. Given this very tight timeline, | would suggest that we
look at responding to the questions in as abbreviated manner as possible.
With the window for submitting questions having been closed, these
questions represent the balance of the questions from the prospective
bidders.

I will forward the conference call info for tomorrow's 8:00 am call as
soon as it becomes available.

Joe

PS I've attached the first round Q & A for FYI purposes only.
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(Draft — 7/5/05)

Massachusetts RFP for Portfolio Management Services
Bidders Questions & Responses

Response to Proposal Clarification Questions (7/08/05)

1. Is the Buyer expecting the Seller to sign a Parental Guarantee? Or is this a
negotiated item depending on the company?

Response:

2. Under the Price Section, the Demand Charges “Reasonably Incurred” by the Portfolio
Manager will be reimbursed - under what circumstances would the Buyer refuse to
reimburse the Seller for Demand Charges incurred on the Buyer’s assets
released to the Seller?

Response:

3. Is there any difference between theWinter and Summer Price Tiers?

Response:

4. Is the Seller responsible for releasing capacity to marketers under KeySpan’s
Unbundling Program?

Response:
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5. Will the Buyer release capacity to the Seller each month for all pipeline storage and

transportation contracts or only those contracts included in KeySpan’s Unbundling
Program?

Response:

. Does the list of contracts included with this RFP include or exclude capacity released

under KeySpan’s Unbundling Program? If included please provide the currently
released volumes for each contract and potential range of releases for each contract.

Response:

. Please identify all transportation contracts with discounted rates and provide the

appropriate demand, commodity and fuel charges for these contracts.

Response:

. Many transportation contracts have expiration dates that occur during the proposed

term of the RFP. For these contracts please identify if they will be renewed, at what
quantity level they will be renewed & if not renewed how will supply be sourced or
what asset will be used to replace the expired contract?

Response:

. Many of the company managed supplies expire during the proposed term of the RFP.

Will the successful Bidder be required to replace these supplies as they expire? If so,
on what terms?

Response:
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10. Can the Buyer provide a reasonable estimate of Baseload volumes, by month, for the
proposed term of the transaction?

Response:

11. Sec. 5.1 (c) please further define ... “Seller expressly acknowledges that any recall of
underground storage contracts shall result in the conveyance of title to the Paper
Storage Balance to Buyer.”

Response:

12. Sec. 5.2.2 what are the limits of the OBAs on TGP and AGT?

Response:

13. Would KeySpan provide samples of the monthly and daily reports desired,
particularly the “Daily Allocation” report?

Response:

14. Does Buyer have any discounted transport that would revert to maximum rates when
moved out of path? If so, please provide relevant details.

Response:

15. Are there any receipt/delivery point restrictions on any of the transportation
contracts? If so, please provide relevant details.

Response:

16. Does Buyer have any off-system obligations or obligations beyond its load?

Response:
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17. Piease describe any operational balancing agreements Buyer has in place.

Response:

18. When will Buyer notify Portfolio Manager of the monthly capacity recalls and
reassignments under the unbundling program? How much has Buyer's MDQ under
the Portfolio Management Arrangement changed on a monthly basis over the past two
years as a result of Buyer's gas unbundling program?

Response:

19. How important is the option for KeySpan to extend the term of the arrangement for
up to two additional one-year periods? Under what conditions would KeySpan
extend the term of the arrangement?

Response:

20. Will the Portfolio Manager be allowed to optimize around Baseload (monthly)
supply purchased by Buyer?

Response:

21. Will “Company Managed Assets” be available for Portfolio Manager to optimize?

Response:

22. Will Buyer partition the deal by utility (i.e. Colonial Gas only)?

Response:
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23. The Boston Gas schematic infers that the load is interchangeable between Tennessee
and Algonquin. What percentage is interchangeable? Are there any limitations?
Will the Portfolio Manager be allowed to decide whether to use Tennessee or
Algonquin to serve a given portion of the load?

Response:

24. For the Canadian Baseload Tier of gas supply and transport, it appears that Buyer has
long term gas supply contracts to satisfy this tier of gas, and that Buyer will continue
to manage the transportation necessary for this gas supply. What role, if any, does
Buyer envision for Seller with respect to this portion of supply and transportation?

Response:

25. What volume (in Bcf) of fixed price transactions does Buyer typically trigger with its
Portfolio Manager during a given contract year?

Response:

26. What quantity of gas supply does Buyer typically purchase from its Portfolio
Manager during any given contract year?

Response:

27. For the summer underground storage refill, does Buyer assume gas is injected ratably
during the April through October period? Does Buyer retain any rights under the
Portfolio Management Arrangement to vary the injection quantities by month during
the summer?

Response:
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28.

29.

30.

31.

32.

Since the Summer Index is computed at the end of the summer injection period, how
does Buyer intend to pay for gas injected into storage during the summer? Will
Buyer pay Seller for gas injected into storage at the end of the summer, or will Buyer
pay Seller for gas injected into storage on a ratable basis during each month of the
summer?

Response:

The magnitude of the "Initial Underground Actual Storage Balance" that will exist on
April 1, 2006 could have a material impact on the value of the Portfolio Management
arrangement. What factors will influence this amount? Are there any existing
contractual requirements that will influence this amount?

Response:

Under what type of circumstances would Buyer revise its asset listing?

Response:

What method will be used to adjust transportation fees as capacity is added/deleted?

Response:

If a portion of the value in Seller's bid is derived from a pricing relationship using
NYMEX or Basis Hedges, is it acceptable to have Seller's firm offer be subject to
adjustment based on changes in market conditions for such NYMEX and Basis
Hedges?

Response:
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33. Will Buyer accept a bid for the management of its assets without requiring the
Portfolio Manger to sell it supply?

Response:

34. Please verify that all capacities provided in the exhibits are net capacity positions (i.e.
total capacity less that dedicated for unbundled customers).

Response:

35. In Section V. of the RFP under “Gas Supply Obligations” it reads that, “upon hitting
a storage ratchet based on Buyer’s Paper Storage Balance, Seller shall remain
obligated to sell and deliver up to Buyer’s MDQ...” Please clarify what this means.

Response:

36. Please provide historical load data by gate. Also please specify (by gate) the amount
served by third parties.

Response:

37. Please outline any tax obligations.

Response:

38. How large and how dynamic is the unbundling program? Does it change the MDQ
AMA has each month? Is their different volumes released each month.

Response:

39. Unbundling program: Any history of the market share?

Response:
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40. Unbundling program: Are assets released to marketers across the board pro rata or is
there a subset of assets that get assigned?

Response:

41. Explain how the unbundling program can affect the MDQ daily?

Response:

42. How are the MDQs submitted?

Response:

43. Is the MDQ in Nov adjusted in the month to match the change in Transportation
rights?

Response:

44. Does that make two tier prices for November for the Domestic Baseload/Swing Tier?
(see Qt. # 43)?

Response:

45. Are the MDQ requirements only to the citygate or does buyer have the right to
request MDQ deliveries to other locations?

Response:

46. Is asset manager allowed to deliver behind the city gate? To end users or to other
marketers/shippers

Response:
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47. Will buyer consider paying for all summer storage injections in the summer as
opposed to in the winter and paying interest?

Response:

48. Is the summer index strictly a ratable Apr-Oct plan per each pipe/storage facility or
weighted average over all facilities? If it is a ratable plan, is this somehow adjusted
for No-notice activity (either w/ds or injections)?

Response:

49. Does title to storage gas transfer when put into ground or delivered to citygate? Please
clarify “delivery points” definition.

Response:

50. Can you clarify Ending storage balance being priced at the average over subsequent
Apr-Oct pricing rather than market price?

Response:

51. Which TETCO and TENN long haul assets are assigned to the underground storage
refill?

Response:

52. Is the Nov1 logical fill target 95% or 100%

Response:
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53.

54.

Ss.

56.

57.

58.

59.

FSS-1 shows 6154 MDWQ for all 4 inventory levels. Is there only one (or no)
ratchet?

Response:

Is Seller not exposed to any No-Notice storage costs or allocations?

Response:

How are No-notice injections/withdrawals handled?

Response:

Will all contracts be released or assigned on a monthly basis due to fluctuating
contract MDQ’s?

Response:

How much fixed price triggering has Keyspan historically done? Is there any hedging
program?

Response:

Does Keyspan have the right to make third party sales at any time?

Response:

Will KeySpan consider making the option to extend the term past the initial 2 years a
mutually agreeable option between Buyer and Seller?

Response:
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60.

61.

62.

63.

64.

65.

If an intra-day change by Buyer requires Seller to increase or decrease its baseload or
swing deliveries, will Buyer keep Seller whole if Seller is required to purchase
additional intra-day gas or sell-off intra-day gas?

Response:

Can you still provide your historical load and temperature data so that we can do our
own estimate?

Response:

Is there interruptible load history separate from the total load history provided? Is the
load history the total send out (including both firm and interruptible customers)?

Response:

How should we treat Tennessee ConneXion project in the supply stack?

Response:

Can you explain domestic baseload/swing pricing tier? Is it a WACOG of the prices
or do volumes fill up the pricing stack that the buyer will give us (i.e. least cost
dispatch)?

Response:

Peak Period Domestic Baseload Index/Peak Period Domestic Swing Index :
Can you provide us a historical schedule of Baseload and Swing Nominated volumes?

Response:
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66. What is the citygate flexibility for supplier to deliver Tenn. vs. AGT? Is there a
history or forecast of that split out on the MDQ requirements and on top of that what
is the physical flexibility? Is there a rule of thumb about this physical flexibility by
temperature or at least by month?

Response:

67. Is there some portion of the storage injection or withdrawal rights that have to be left
open for balancing the system?

Response:

68. Third Party Transporter volume impact: do third party transport deliveries to the city
gate effect either the MDQ or the physical flexibility to deliver on AGL vs. Tenn.?

Response:

69. Which contracts are the discounted contracts? Can we see the special rates on those
contracts?

Response:

70. Does an Asset Management Draft/Sample Agreement exist that KeySpan could
provide for legal review?

Response:

71. Will a Precedent Agreement be signed between the KeySpan and the Seller
while the final Asset Management Agreement is negotiated?

Response:
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72. Upon assignment or release of transport/storage assets to winning bidder, shall all
agreements be subject to bulletin board bidding?

Response:

73. Will KeySpan be providing “back up” credit assurances to the pipeline entities or will
Seller be required to provide all additional credit assurances if deemed
necessary by those said entities?

Response:

74. Are all upstream supply agreements assignable based on creditworthiness, and good
industry standing? In the event, an entity objects to assigning their agreement to
winning bidder, what will be the recourse?

Response:

75. If a bidder requires Board and Senior Management approvals for entering into such a
term agreement, are there allowances for a firm bid to be subject to overall
Management review? Would that disallow the bid from consideration?

Response:

76. With regard to contract extensions, what will be the notification period provided by
KeySpan to winning bidder? Will the extensions include pricing tier revisions? Shall
the extensions require additional contract language or will that be part of the initial
agreement - State, Federal, Others?

Response:

77. Is the Asset Management Agreement subject to what regulatory reviews?

Response:
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78. Is the Asset Management transaction subject to annual review by these same
governmental bodies?

Response:

79. What is the process in “unwinding” the transaction should one of the regulatory
reviews deem the transaction between KeySpan and bidder non-prudent to rate
payers?

Response:

80. Should a management fee payable to KeySpan be proposed, does KeySpan require
that payment to be upfront, or can the payments be on a monthly basis e.g. deductible
from the demand charges/transport fees/storage fees due bidder from KeySpan?

Response:

81. Pertaining to a “sharing” mechanism, those monies owed to KeySpan from bidder be
deducted from those fees owed to bidder, or shall separate invoicing occur and the
funds be netted out?

Response:

82. Can KeySpan provide examples and/or documentation of the following;
- Tier Pricing (least cost dispatch)
- Paper Storage Accounting
- Historical Storage Usage
- Historical usage pattern
- Nomination forms
- Outstanding Pipeline/Storage Imbalances
- LNG usage pattern

Response:
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S 83. Other than “slice of service” reduction for retail providers, what agreements does
KeySpan anticipate not renewing with either transport or storage providers?
Dependent upon the forecasted volume of usage and assets available, the value
assigned to this transaction may be adversely affected should agreements expire.

Response:

84. How will “sharing” mechanism transactions be accounted for? Documented?
Agreed upon (e.g. market intelligence/market information sharing)?

Response:

85. Will the current asset manager be permitted to assist KeySpan in reviewing the bids
associated in this RFP?

Response:

86. How many personnel are expected from each entity to manage this transaction? Front
office, mid office, back office?

Response:

87. Does KeySpan require bidder’s employees to be located in their offices? If so, how
many? From what area?

Response:

88. Does KeySpan require any of its personnel to reside in bidder’s office location?

Response:
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89. How will expenses for personnel be handled? Should expected costs for travel, etc.
be included in the bid or will there be an exception/process to follow agreed upon
between both companies?

Response:
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Massachusetts RFP for Portfolio Management Services

Bidders Questions & Responses

Response to Proposal Clarification Questions (7/01/05)

1. Is Merrill Lynch going to have a last look or right of first refusal on this RFP?

Response: No, in both instances.

2. Is Merrill Lynch going to be involved in any way with the review and analysis of the
responses?

Response: No, in both instances.

3. Is an extension going to be given to the July 15, 2005 bid due date?

Response: No extension is being contemplated at the present time.

4. Is an extension going to be given to the June 30, 2005 deadline for submitting
questions?

Response: No extension is being contemplated at the present time.

5. The RFP stipulates that responses be firm in nature and binding upon the respondent,
until November 1, 2005. Will KeySpan accept non-firm bids relative to price and/or
the November 1, 2005 date?

Response: Section I1.B.3 of the RFP states that the bids must be firm, with the
price quote and other terms firm until November 1, 2005. It is up to the
bidder to assess the risk of having their bid disqualified as a result of
submitting a non-conforming bid.

6. Can the capacity be released to Portfolio Manager? If Supply is managed by
KeySpan - what occurs so that the Portfolio Manager has title of gas to transport to the
citygate? If the answer is no next question is - KeySpan holds both capacity and
Supply, then is the Portfolio Manager not responsible for a portion of the load at the
citygate equaling this total? This second question applies to each situation that
KeySpan maintains the capacity. In modeling, should the Portfolio Manager assume
baseload to citygate for all KeySpan managed capacity.
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Response: Yes, capacity can be released to the Asset Manager. In Exhibit D-1 of the
RFP, there are two categories listed under Supply Resources and
Transportation - Company Managed and Released to Asset Manager
(“AMA?”). It will be the responsibility of KeySpan to schedule and
nominate to the city gate all of the contracts with an “X” in boxes in the
Company Managed column. Likewise, all contracts listed with an “X” in
the boxes in the Released to AMA column will be performed as a
capacity release by the Portfolio Manager.

7. Is it KeySpan's expectations to receive a redline from the bidding party or will this be
handled at a future point (after deal is awarded)?

Response: Section I1.B.1 of the RFP states that the bidders should “identify any
exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions”. This is to be submitted with the
initial bid.

8. Is KeySpan open to an agency arrangement of the assets or a only a capacity release of
all assets?

Response: KeySpan is currently not considering an agency arrangement. KeySpan will
release capacity to the successful bidder all of the non Company Managed
Assets as defined/identified in the RFP.

9. With regard to the management fee to be paid to KeySpan for the optimization of the
assets, does that need to be a stand alone item or can it be imbedded into
the supply price?

Response: Section III of the RFP states that the “bidders may propose a guaranteed
payment to KeySpan, a sharing of net profits, a combination of the two, or
any other similar arrangements in which value can be easily quantified”.

It is left to the discretion of the bidders to determine which structure to
propose.

10. With regard to the supply price, is KeySpan looking for least cost, weighted average
or other pricing mechanism?

Response: KeySpan is looking for the least overall cost.
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11. Is the listing of supply source in particular order i.e., Tennessee Domestic
Baseload/Swing Tiers:
Zn 1,100 leg
Zn 0,100 leg
Zn 1, 800 leg
Zn 1, 500 leg
Are you required to fill load in that exact order or can you do Zn 1 500 leg
before Zn 0 100 leg?

Response: Section 4.1.1 of the Agreement states that “supply will be priced as if
sourced from each tier sequentially until each tier is exhausted, up to the
Buyer’s MDQ”. There is no layering within the respective tiers.
Each individual zone within the respective tiers contributes a pro-rata
share of the overall tier volume. It is left to the discretion of the bidders to
present a different (albeit non-conforming) pricing or tier structure.

12. Is LNG part of RFP or not an option?
Response: LNG 1s a Company Managed Asset set forth on Exhibit D-6 to the RFP.

‘See Response # 6. It is left to the discretion of bidders to present options
0 for LNG utilization.

13. With regard to Demand Charges, will Buyer reimburse Portfolio Manager for
all demand charges associated with all the assets released?

Response: Yes, subject to the terms and conditions as described in the Agreement.

14. Will KeySpan accept bids that are non-binding or firm but require Board Approval?

Response: See Response #5.
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------—- Original Message --------

Subject: [Fwd: Sequent's questions on Keyspan RFP]
Date: Tue, 05 Jul 2005 18:40:34 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

To:  Dino C Papetti <dpapetti@@keyspanenergy.com>

Dino,
Round #2 Qts
Joe.

-------- Original Message ------—-

Subject: Sequent's questions on Keyspan RFP

Date: Thu, 30 Jun 2005 13:10:47 -0500

From: Sevil Yaman <syaman@sequentenergy.com>

To: Joseph Pradas <jpradas@keyspanenergy.com>

CC: Peter Tumminello <ptummine@sequentenergy.com>

Joe,

Please see the attached for our questions on the RFP and let me know if

you have any comments/questions.

Cheers,

Sevil Yaman

Manager, Structuring

<http.//'www.sequentenerqy.com/>

<http://www.sequentenergy.com/>

00107



1200 Smith Street, Suite 900

Houston, TX 77002

office - 832-397-8647
cell -713-304-5037
fax - 832-397-1709

mail to: syaman@sequentenergy.com <mailto:syaman@sequentenergy.com>
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Questions for Keyspan Energy Delivery New England:
N 1. Unbundling Program:

a. How large and how dynamic is this? Does it change the MDQ AMA has
each month? Is their different volumes released each month.

b. Any history of the market share?

c. Are assets released to marketers across the board pro rata or is there a
subset of assets that get assigned?

d. Explain how the unbundling program can affect the MDQ daily?

2. MDQ questions:

a. How are the MDQs submitted?

b. Is the MDQ in Nov adjusted in the month to match the change in
Transportation rights?

c. Does that make two tier prices for November for the Domestic
Baseload/Swing tier?

d. Are the MDQ requirements only to the citygate or does buyer have the
right to request MDQ deliveries to other locations?

3. Is asset manager allowed to deliver behind the city gate? To end users or to other
marketers/shippers

4. Storage and Summer injection questions:

a. Will buyer consider paying for all summer storage injections in the
summer as opposed to in the winter and paying interest?

b. Is the summer index strictly a ratable Apr-Oct plan per each pipe/storage
facility or weighted average over all facilities? If it is a ratable plan, is this
somehow adjusted for No-notice activity (either w/ds or injections)?

c. Does title to storage gas transfer when put into ground or delivered to
citygate? Please clarify “delivery points” definition.

d. Can you clarify Ending storage balance being priced at the average over
subsequent Apr-Oct pricing rather than market price?

e. Which TETCO and TENN long haul assets are assigned to the
underground storage refill?

f. Isthe Novl logical fill target 95% or 100%

g. FSS-1 shows 6154 MDWQ for all 4 inventory levels. Is there only one (or
no) ratchet?

5. Imbalance and No-notice allocations:
a. Is Seller not exposed to any No-Notice storage costs or allocations?
b. How are No-notice injections/withdrawals handled?

6. Will all contracts be released or assigned on a monthly basis due to fluctuating
contract MDQ’s?
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10.

1.

12.

13.

14.

15.

16.

17.

18.

19.

How much fixed price triggering has Keyspan historically done? Is there any
hedging program?

Does Keyspan have the right to make third party sales at any time?

Will Keyspan consider making the option to extend the term past the initial 2
years a mutually agreeable option between Buyer and Seller?

If an intra-day change by Buyer requires Seller to increase or decrease its
baseload or swing deliveries, will Buyer keep Seller whole if Seller is required to
purchase additional intra-day gas or sell-off intra-day gas?

You provide total firm send out estimate data but can you still provide your
historical load and temperature data so that we can do our own estimation?

Is there interruptible load history separate from the total load history provided? Is
the load history the total send out (including both firm and interruptible
customers)?

How should we treat Tennessee ConneXion project in the supply stack?

Can you explain domestic baseload/swing pricing tier? Is it a WACOG of the
prices or do volumes fill up the pricing stack that the buyer will give us (i.e. least
cost dispatch)?

Peak Period Domestic Baseload Index/Peak Period Domestic Swing Index :
a. Can you provide us a historical schedule of Baseload and Swing
Nominated volumes?

What is the citygate flexibility for supplier to deliver Tenn. vs. AGT? Is there a
history or forecast of that split out on the MDQ requirements and on top of that
what is the physical flexibility? Is there a rule of thumb about this physical
flexibility by temperature or at least by month?

Is there some portion of the storage injection or withdrawal rights that have to be
left open for balancing the system?

Third Party Transporter volume impact: do third party transport deliveries to the
city gate effect either the MDQ or the physical flexibility to deliver on AGL vs.
Tenn.?

Which contracts are the discounted contracts? Can we see the special rates on
those contracts?
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-------- Original Message --------

Subject: [Fwd: Questions RE: KeySpan RFP for Portfolio Mgmt Srvcs]
Date: Tue, 05 Jul 2005 18:41:02 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan
To:  Dino C Papetti <dpapetti@keyspanenergy.com>

Dino,
Round #2 Qts.
joe

———————— Original Message -----—-

Subject: Questions RE: KeySpan RFP for Portfolio Mgmt Srvcs
Date: Thu, 30 Jun 2005 13:23:29 -0500

From: Sandra Dudley <sdudley@tmvgas.com>

To: jpradas@keyspanenergy.com

Joseph,

Please find attached Tenaska's questions regarding the Request for

Proposals for Portfolio Management Services on Behalf of Boston Gas
Company, Colonial Gas Company, and Essex Gas Company, All d/b/a KeySpan
Energy Delivery New England.

As a favor, could you please reply to this e-mail to confirm its
receipt. Thank you.

Sandra Dudley

Tenaska Marketing Ventures
402-758-6213
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-------- Original Message --~-----

Subject: [Fwd: Questions relating to RFP dated June 17, 2005]
Date: Tue, 05 Jul 2005 18:41:28 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

To:  Dino C Papetti <dpapetti@keyspanenergy.com>

Dino,
Round #2 Qts.
joe

-------- Original Message --------

Subject: Questions relating to RFP dated June 17, 2005
Date: Thu, 30 Jun 2005 20:40:03 +0100

From: "Mugridge, Paul T" <paul.mugridge@bp.com>
To: Joseph Pradas <jpradas@keyspanenergy.com>

Joe, here are a series of questions that BP would like to have
answered. Hopefully, they are clear and concise, however, feel free to
give me a call should you not understand or need further clarification of
these questions.

Thanks

Paul Mugridge

Manager Market Development
Office: 281-366-2567

Cell: 713-857-2428

Fax: 281-366-4929

Email: paul.mugridge@bp.com
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June 30, 2005
Questions for KeySpan NE in regards to RFP for Portfolio Management

Submitted by: Paul Mugridge
BP Energy Company
O —-281-366-2567
C—-713-857-2428
paul.mugridge@bp.com

Pricing:

Under the Price Section, the Demand Charges “Reasonably Incurred” by the Portfolio Manager will be
reimbursed. Under what cases would the Buyer refuse to reimburse the Portfolio Manager for
Demand Charges incurred on the Buyer’s assets released to Portfolio Manager?

Is there any difference between the Winter and Summer Price Tiers?
Capacity Release:

Capacity Release — is Bidder responsible for releasing capacity to marketers under KeySpan’s
Unbundling Program?

Will KEDNE release capacity to Bidder each month for all pipeline storage and transportation
contracts or only those contracts included in KEDNE Unbundling Program?

Does the list of contracts included with this RFP include or exclude capacity released under KEDNE’s

~ Unbundling Program? If included please provide the currently released volumes for each contract and
potential range of releases for each contract.

Transport Contracts:

Please identify all transportation contracts with discounted rates and provide the appropriate demand,
commodity and fuel charges for these contracts.

Many transportation contracts have expiration dates that occur during the proposed term of the RFP.
For these contracts please identify if they will be renewed, at what quantity level they will be renewed
& if not renewed how will supply be sourced or what asset will be used to replace the expired contract.

Company Managed Supplies:

Many of the company managed supplies expire during the proposed term of the RFP. Will the
successful Bidder be required to replace these supplies as they expire? If so, on what terms?

Baseload Volumes:

Can KEDNE provide a reasonable estimate of Baseload volumes, by month, for the proposed term of
the transaction?

Proposed “Contract” between the Parties:

Sec. 5.1 (c) please further define ... “Seller expressly acknowledges that any recall of underground
storage contracts shall result in the conveyance of title to the Paper Storage Balance to Buyer.”

Sec. 5.2.2 what are the limits of the OBAs on TGP and AGT
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Reports: —

e,

Would KEDNE provide samples of the monthly and daily reports desired, particularly the “Daily
Allocation” report.
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-------- Original Message --------

Subject: [Fwd: Parental Guarantee]

Date: Tue, 05 Jul 2005 18:43:02 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

To:  Dino C Papetti <dpapetti@keyspanenergy.com>

Dino,
Round #2 Qts.
Joe

-------- Original Message --------

Subject: Parental Guarantee

Date: Thu, 30 Jun 2005 23:54:11 +0100

From: "Mugridge, Paul T" <paul.mugridge@bp.com>
To: Joseph Pradas <jpradas@keyspanenergy.com>

I noticed there is a Parental Guarantee attached to the back of the
contract. Is KEDNE expecting the successful bidder to sign the
guarantee? Or is that a negotiated item depending on the company?

Paul Mugridge

Manager Market Development
Office: 281-366-2567

Cell: 713-857-2428

Fax: 281-366-4929

Email: paul.mugridge@bp.com
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-------- Original Message --------

Subject: Re: Mass. RFP - Questions & Responses - July 1, 2005
Date: Tue, 05 Jul 2005 18:54:27 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Sevil Yaman <syaman@sequentenergy.com>

CC:__Cynthia R Clark <cclark@keyspanenergy.com>, Richard A Visconti
<rvisconti@keyspanenergy.com>, "Nancy G. Culliford"
<nculliford@keyspanenergy.com>

References:
<BC50FC127CD1704597E340BDF4CE00380742AE@txhoup03w.corp.agirsc.com>

Sevil,

Written responses to the balance of the questions submitted by the
stated deadline of June 30, 2005, as indicated in the RFP, will be
distributed by July 8, 2005. Once again, all of the questions and the
responses will be distributed to all of the potential bidders.

Per the RFP, the window for submitting any additional questions has
closed.

Regards,
Joe

Sevil Yaman wrote:

>Joe,

>

>| assume this is the first set of answers and they'll be followed with

>more. Also, as we keep working on the portfolio we come up with more
>questions. What is the procedure for submitting more questions? Can we
>call you or anyone else from your organization and ask more technical and
>operational questions?

>

>Thanks,

>

>Sevil Yaman
>Manager, Structuring
>

>
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>1200 Smith Street, Suite 900
>Houston, TX 77002

>

>office - 832-397-8647

>cell -713-304-5037

>fax -832-397-1709

>mail to: syaman@sequentenergy.com

>From: Joseph Pradas [mailto:jpradas@keyspanenergy.com]

>Sent: Friday, July 01, 2005 3:31 PM

>Subject: Mass. RFP - Questions & Responses - July 1, 2005

>

>The RFP for Management Services for KeySpan's Massachusetts Gas
>Portfolio, dated June 17, 2005, provides for all questions submitted by
>potential bidders as well as KeySpan's responses, to be shared with all
>potential bidders who have returned a Notice of Intent to Respond Form
>and a Confidentiality Agreement.

>

>Attached is the first set of questions and responses, dated July 1,
>2005.

>

>Regards,

>Joe

>

>

>
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------- Original Message --------
Subject: [Fwd: Re: RFP Questions]
Date: Tue, 05 Jul 2005 19:04:49 -0400

Organization: KeySpan
To:  Dino C Papetti <dpapetti@keyspanenergy.com>

Dino,
Round #2 Qts.
joe

-------- Original Message --------

Subject: Re: RFP Questions

Date: Thu, 30 Jun 2005 10:33:03 -0400

From: Sharon T Crow <crows@dteenergy.com>

To: Joseph Pradas <jpradas@keyspanenergy.com>

CC: Anthony Targan <targana@dteenergy.com>, Kevin Watler
<watlerk@dteenergy.com>, Steven C Mabry <mabrys@dteenergy.com>

Joseph,

Attached please find some questions prepared by DTE/CTC regarding the
Asset Management RFP. | may also be sending some additional questions
regarding the transportation portfolio later this afternoon. Should you

have any comments regarding the attached material, please do not hesitate
to contact me.

Have a safe Holiday weekend!
Cordially,

Sharon Crow

East Origination

DTE Energy Trading
734-887-2135
734-777-2178 (cell)

AOL IM: hockeymumsrule
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(See attached file: keyspanrfpquestions.doc)
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Questions pertaining to Request for Proposal dated June 17, 2005

Administrative (Legal, Credit, Corporate)

1. Does an Asset Management Draft/Sample Agreement exist that KeySpan
could provide for legal review?

2. Will a Precedent Agreement be signed between the KeySpan and the winning
bidder while the final Asset Management Agreement is negotiated?

3. Upon assignment or release of transport/storage assets to winning bidder,
shall all agreements be subject to bulletin board bidding?

4. Will KeySpan be providing “back up” credit assurances to the pipeline entities
or will winning bidder be required to provide all additional credit assurances
if deemed necessary by those said entities?

5. Are all upstream supply agreements assignable based on creditworthiness,
and good industry standing? In the event, an entity objects to assigning
their agreement to winning bidder, what will be the recourse?

6. If a bidder requires Board and Senior Management approvals for entering into
such a term agreement, are there allowances for a firm bid to be subject to
overall Management review? Would that disallow the bid from
consideration?

7. With regard to contract extensions, what will be the notification period
provided by KeySpan to winning bidder? Will the extensions include pricing
tier revisions? Shall the extensions require additional contract language or
will that be part of the initial agreement?

Regulatory

1. Is the Asset Management Agreement subject to what regulatory reviews?

a. State
b. Federal
c. Others

2. Is the Asset Management transaction subject to annual review by these same
governmental bodies?

3. What s the process in "unwinding” the transaction should one of the
regulatory reviews deem the transaction between KeySpan and bidder non-
prudent to rate payers?
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1.

’ Pricing/Transaction Structure

Should a management fee payable to KeySpan be proposed, does KeySpan
require that payment to be upfront, or can the payments be on a monthly
basis e.g. deductible from the demand charges/transport fees/storage fees
due bidder from Keyspan?

Pertaining to a “sharing” mechanism, those monies owed to KeySpan from
bidder be deducted from those fees owed to bidder, or shall separate
invoicing occur and the funds be netted out?

Can Keyspan provide examples and/or documentation of the following;

Tier Pricing (least cost dispatch)

Paper Storage Accounting

Historical Storage Usage

Historical usage pattern

Nomination forms

Outstanding Pipeline/Storage Imbalances
LNG usage pattern

empRoTy

Other than “slice of service” reduction for retail providers, what agreements
does KeySpan anticipate not renewing with either transport or storage
providers? Dependent upon the forecasted volume of usage and assets
available, the value assigned to this transaction may be adversely affected
should agreements expire.

How will “sharing” mechanism transactions be accounted for? Documented?
Agreed upon (e.g. market intelligence/market information sharing)?

Will the current asset manager be permitted to assist KeySpan in reviewing
the bids associated in this RFP?

How many personnel are expected from each entity to manage this
transaction? Front office, mid office, back office?

Does KeySpan require bidder’s employees to be located in their offices? If so,
how many? From what area?

Does KeySpan require any of its personnel to reside in bidder’s office
location?
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4. How will expenses for personnel be handled? Should expected costs for
T travel, etc. be included in the bid or will there be an exception/process to
7 follow agreed upon between both companies?
Assets (Transport, Storage, etc.)

1. All questions pertaining to the assets shall be forthcoming under separate
cover.
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-------- Original Message --------

Subject: Additional Questions

Date: Thu, 07 Jul 2005 09:27:08 -0500

From: Garza, Lisset <LGARZA@Coral-Energy.com>

To:  Joe Pradas (E-mail) <jpradas@keyspanenergy.com>

Joe,

Recognizing that the question period expired last week, in the sprite of
providing KeySpan's requested response, Coral will like to submit the
following questions that have arises as the modeling of the portfolio has
unfolded:

* DTI storage fuel rate are different for Seftle Party and Severed
party - which category does KeySpan fall under?
* This question is actually a further clarification to our previous

question relating to shipper must hold title as follows:
6) Can the capacity be released to Portfolio Manager? If Supply is
managed by
KeySpan - what occurs so that the Portfolio Manager has title of gas
to transport to the
citygate? If the answer is no next question is - KeySpan holds
both capacity and
Supply, then is the Portfolio Manager not responsible for a portion
of the load at the
citygate equaling this total? This second question applies to each
situation that
KeySpan maintains the capacity. In modeling, should the Portfolio
Manager assume
baseload to citygate for all KeySpan managed capacity.
Response: Yes, capacity can be released to the Asset
Manager. In Exhibit D-1 of the
RFP, there are two categories listed
under Supply Resources and
Transportation - Company Managed and
Released to Asset Manager
("AMA"). It will be the
responsibility of KeySpan to schedule and
nominate to the city gate all of the
contracts with an "X" in boxes in the
Company Managed column. Likewise, all
contracts listed with an "X" in
the boxes in the Released to AMA
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column will be performed as a
capacity release by the Portfolio
™ Manager.

More specifically you have marked the following as company
managed yet corresponding capacity is marked with Portfolio Manger:
* Honeoye Storage - yet the associated TGP capacity is marked as AMA - how
will you get gas to gate and does AMA have right to the capacity with no
obligation of supply * IGT Waddington Supply is marked as Company Managed
, the associated Irogquois capacity of 35,000 is AMA managed but the TGP
capacity to Mendon and gate is Company Managed - how will this work * From
your Spreadsheet on Forecast Sendout - can you confirm which citygate
pertains to which company from following citygates list and what capacity
is associated with the particular gate (i.e. Algonquin or Tenn):; * Boston
* Lowell * Essex * Cape * Can the AMA view the three company
portfolios as
one and mange the citygate needs by utilizing all available or will it
have to utilize specific assets for a specific citygates. * In modeling
what excess capacity exists in KeySpan's portfolio is it correct to supply
system load by using the methodology provided by Exhibit E
* Clarification - KeySpan can enforce the rule curve on the AMA manger in
the course of the winter (example expecting the AMA to purchase
additional supply at peak times) * In verification of pipeline rates
listed on the provided spreadsheet to pipeline rates posted on EBB,
discovered some discrepancies - should AMA use pipeline established rates

Appreciate your help.
Lisset Garza

Shell Trading Gas & Power
909 Fannin St., Houston, TX 77010, USA

Tel: +713-767 5470 Fax: +713 265 5470
Email: Igarza@coral-energy.com
Internet: http://www.shell.com
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-------- Original Message -----—-

Subject: Claridication re: Lisset(Coral)

Date: Thu, 07 Jul 2005 10:43:06 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Nancy G. Culliford <nculliford@keyspanenergy.com>, Theodore E Poe Jr.
<tpoe@keyspanenergy.com>

I just received this from Lisset, along with a phone call. | mentioned to
her that the window for questions has closed and she understands this.

Having said this, is there any merit to the following specific points
which she makes below?

"More specifically you have marked the following as company

managed yet corresponding capacity is marked with Portfolio Manger:

* Honeoye Storage - yet the associated TGP capacity is marked as AMA - how
will you get gas to gate and does AMA have right to the capacity with no

obligation of supply * IGT Waddington Supply is marked as Company Managed
, the associated Iroquois capacity of 35,000 is AMA managed but the TGP

capacity to Mendon and gate is Company Managed - how will this work"

Thanks.

Joe

--—------ Original Message --------

Subject: Additional Questions

Date: Thu, 07 Jul 2005 09:27:08 -0500

From: "Garza, Lisset" <LGARZA@Coral-Energy.com>

To: "Joe Pradas (E-mail)" <jpradas@keyspanenergy.com>

Joe,

Recognizing that the question period expired last week, in the sprite of
providing KeySpan's requested response, Coral will like to submit the
following questions that have arises as the modeling of the portfolio has
unfolded:

* DTl storage fuel rate are different for Settle Party and Severed 00125



party - which category does KeySpan fall under?
* This question is actually a further clarification to our previous
question relating to shipper must hold title as follows:
6) Can the capacity be released to Portfolio Manager? If Supply is
managed by
KeySpan - what occurs so that the Portfolio Manager has title of gas
to transport to the
citygate? If the answer is no next question is - KeySpan holds
both capacity and
Supply, then is the Portfolio Manager not responsible for a portion of
the load at the
citygate equaling this total? This second question applies to each
situation that
KeySpan maintains the capacity. In modeling, should the Portfolio
Manager assume
baseload to citygate for all KeySpan managed capacity.
Response: Yes, capacity can be released to the Asset
Manager. In Exhibit D-1 of the
RFP, there are two categories listed
under Supply Resources and
Transportation - Company Managed and
Released to Asset Manager
("AMA"). It will be the
responsibility of KeySpan to schedule and
nominate to the city gate all of the
contracts with an "X" in boxes in the
Company Managed column. Likewise, all
contracts listed with an "X" in
the boxes in the Released to AMA
column will be performed as a
capacity release by the Portfolio
Manager.

More specifically you have marked the following as company
managed yet corresponding capacity is marked with Portfolio Manger:
* Honeoye Storage - yet the associated TGP capacity is marked as AMA - how
will you get gas to gate and does AMA have right to the capacity with no
obligation of supply * IGT Waddington Supply is marked as Company Managed
, the associated Iroquois capacity of 35,000 is AMA managed but the TGP
capacity to Mendon and gate is Company Managed - how will this work * From
your Spreadsheet on Forecast Sendout - can you confirm which citygate
pertains to which company from following citygates list and what capacity
is associated with the particular gate (i.e. Algonquin or Tenn). * Boston
* Lowell * Essex * Cape ™ Can the AMA view the three company
portfolios as
one and mange the citygate needs by utilizing all available or will it
have to utilize specific assets for a specific citygates. * in modeling
what excess capacity exists in KeySpan's portfolio is it correct to supply
system load by using the methodology provided by Exhibit E
* Clarification - KeySpan can enforce the rule curve on the AMA manger in 0012 ¢




the course of the winter (example expecting the AMA to purchase
additional supply at peak times) * In verification of pipeline rates

listed on the provided spreadsheet to pipeline rates posted on EBB,
discovered some discrepancies - should AMA use pipeline established rates

Appreciate your help.
Lisset Garza

Shell Trading Gas & Power
909 Fannin St., Houston, TX 77010, USA

Tel: +713-767 5470 Fax: +713 265 5470

Email: lgarza@coral-energy.com
Internet: http://www.shell.com
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-------- Original Message --------

Subject: Re: Claridication re: Lisset(Coral)

Date: Thu, 07 Jul 2005 12:43:22 -0400

From: Nancy Culliford <nculliford@keyspanenergy.com>
To:  Joseph Pradas <jpradas@keyspanenergy.com>
CC: Theodore E Poe Jr. <tpoe@keyspanenergy.com>
References: <42CD3F7A.5060106@keyspanenergy.com>

Joe,

Unfortunately these questions arrived after the window closed and we can
not answer them.

Nancy/Ted
Joseph Pradas wrote:

> | just received this from Lisset, along with a phone call. |

> mentioned to her that the window for questions has closed and she

> understands this.

>

> Having said this, is there any merit to the following specific points

> which she makes below?

>

> "More specifically you have marked the following as company

> managed yet corresponding capacity is marked with Portfolio Manger: *

> Honeoye Storage - yet the associated TGP capacity is marked as AMA - how
> will you get gas to gate and does AMA have right to the capacity with no

> obligation of supply * IGT Waddington Supply is marked as Company

> Managed , the associated lroquois capacity of 35,000 is AMA managed but
> the TGP capacity to Mendon and gate is Company Managed - how will this
> work"

>

> Thanks.

> e Original Message --------

> Subject: Additional Questions

> Date: Thu, 07 Jul 2005 09:27:08 -0500

> From: "Garza, Lisset" <LGARZA@Ccral-Energy.com>

> To: "Joe Pradas (E-mail)" <jpradas@keyspanenergy.com> 010128




>

>

>

> Joe,

>

> Recognizing that the question period expired last week, in the sprite of

> providing KeySpan's requested response, Coral will like to submit the

> following questions that have arises as the modeling of the portfolio

> has unfolded:

>

>* DTl storage fuel rate are different for Settle Party and Severed

> party - which category does KeySpan fall under? *  This question is

> actually a further clarification to our previous question relating to

> shipper must hold title as follows:

> 6) Can the capacity be released to Portfolio Manager? If Supply is

> managed by KeySpan - what occurs so that the Portfolio Manager

> has title of gas to transport to the citygate? If the answer is

> no next question is - KeySpan holds both capacity and Supply,

> then is the Portfolio Manager not responsible for a portion of the load

> at the citygate equaling this total? This second question

> applies to each situation that KeySpan maintains the capacity.

> In modeling, should the Portfolio Manager assume

> baseload to citygate for all KeySpan managed capacity.

> Response: Yes, capacity can be released to the Asset

> Manager. In Exhibit D-1 of the RFP,

> there are two categories listed under Supply Resources and

> Transportation - Company Managed and Released to Asset

> Manager

> ("AMA"). 1t will be the

> responsibility of KeySpan to schedule and

> nominate to the city gate all of the

> contracts with an "X" in boxes in the

> Company Managed column. Likewise, all contracts listed with an "X" in

> the boxes in the Released to AMA column will

> be performed as a capacity release by the

> Portfolio Manager.

> More specifically you have marked the following as company

> managed yet corresponding capacity is marked with Portfolio Manger: *

> Honeoye Storage - yet the associated TGP capacity is marked as AMA - how
> will you get gas to gate and does AMA have right to the capacity with no

> obligation of supply * IGT Waddington Supply is marked as Company

> Managed , the associated Iroquois capacity of 35,000 is AMA managed but
> the TGP capacity to Mendon and gate is Company Managed - how will this
>work *  From your Spreadsheet on Forecast Sendout - can you confirm

> which citygate pertains to which company from following citygates list

> and what capacity is associated with the particular gate (i.e. Algonquin
>orTenn):* Boston* Lowell* Essex* Cape* Canthe AMA

> view the three company portfolios as one and mange the citygate needs by
> utilizing all available or will it have to utilize specific assets for a

> specific citygates. *  In modeling what excess capacity exists in 00129



> KeySpan's portfolio is it correct to supply system load by using the

> methodology provided by Exhibit E* Clarification - KeySpan can

> enforce the rule curve on the AMA manger in the course of the winter
> (example expecting the AMA to purchase additional supply at peak times)
>* In verification of pipeline rates listed on the provided

> spreadsheet to pipeline rates posted on EBB, discovered some

> discrepancies - should AMA use pipeline established rates

>

> Appreciate your help.

> Lisset Garza

>

> Shell Trading Gas & Power

> 909 Fannin St., Houston, TX 77010, USA

>

> Tel: +713-767 5470 Fax: +713 265 5470

> Email: lgarza@coral-energy.com

> Internet: http://www.shell.com

>

>

>
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-------- Original Message --------

Subject: Mass. RFP - Status

Date: Fri, 01 Jul 2005 18:20:40 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: jfeinstein@keyspanenergy.com, smccauley@keyspanenergy.com,_
jallocca@keyspanenergy.com, earangio@keyspanenergy.com.,
ncianflone@keyspanenergy.com, mieippert@keyspanenergy.com,
jvaughn@keyspanenergy.com, tkain@keyspanenergy.com,
mreges@keyspanenergy.com, Imarilla@keyspanenergy.com,
colark@keyspanenergy.com, rvisconti@keyspanenergy.com,
nculliford@keyspanenergy.com., toneill@keyspanenergy.com,
tpoe@keyspanenergy.com, dpapetti@keyspanenergy.com

CC: __Joseph F Bodanza Jr <jpbodanza@keyspanenergy.com>, Richard A Rapp Jr
<rrapp@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.com>,
Michael A Walker <mwalker@keyspanenergy.com>

Following is a brief update on the Mass RFP process:

1. 23 potential bidders were contacted;

2. 14 potential bidders have executed a CA and completed an Intent to
Respond form (see attachment); 3. No potential bidder has submitted a
decline to bid notice; 4. The first batch or round of questions and
responses, dated 7/1/05, has been completed (Please note that due to the
mostly "procedural” nature of the first set of questions, said questions
were circulated to just a few RFP team members for their review and
comment); 5. A significant number of additional questions were received
late yesterday, and they will be circulated to the larger RFP team for
review and comment on Tuesday, July 5th.

I'l keep you posted as things develop.

Joe
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Company

Anadarko

Burlington Resources

Cargill =

Chevron Texaco

Constellation

DeutscheBank

Devon

Massachusetts RFP for Portfolio Management Services
List of Potential Bidders

Contact

Wanda Marcell
1200 Timberloch Place
The Woodlands, Texas 77380

< Paul Mugridge

Manager Market Development
BP Energy

501 Westlake Park Blvd.
Houston, TX 77079

Dan McAstocker

Burlington Resources Canada Ltd.
2100 - 250 6th S.W.

Calgary, Alberta T2P-3H7

raig Adams

Director, Marketing & Business Development
Cargill Power & Gas Markets

12700 Whitewater Dr.

Minnetonka, MN 55343-9439

Don Cullum

Regional Director - Gulf Coast
Natural Gas Marketing - U.S.
Chevron Natural Gas

1500 Louisiana Street, Third Floor
Houston, TX 77002

hris Fischer - Director, Origination
Cinergy Marketing & Trading, LP
1100 Louisiana St, Suite 4900
Houston, TX 77002

+ Jeff Brant

Director, NE Origination
ConocoPhillips Gas & Power
5795 Widewaters Parkway #201
DeWitt, NY 13214

David Dahlem
23 Franklin Woods Road
Somers, Ct 06071

:Lisset Garza
Sheli Trading Gas & Power
909 Fannin St.
Houston, TX 77010

Alfan Kessler

Deutsche Bank AG New York
60 Wall Street 5th Floor

New York, NY 10005

Ken Ballard
20 North Broadway, BOC 7.16
Oklahoma City, OK 73102-8260

= Sharon Crow
East Origination
DTE Energy Trading
414 S. Main Street
Suite 200
Ann Arbor, Mi 48104

Office

(832) 636-7155

(281) 366-2567

(403) 260-8057

{952) 984-3301

(832) 854-5032

(713) 393-6846

(315) 453-7353

(860) 763-5015

(713) 767-5470

(212) 250-8693

(405) 228-8285

(734) 887-2135

Fax

(832) 636-7181

(281) 366-4969

(403) 269-8236

(952) 984-3607

(832) 854-3293

(713) 890-3134

(315) 453-7355

(860) 763-5016

(713) 265-5470

(405) 228-8372

(734) 887-2104

7/1/2005

Email

wanda_marcell@anadarko.com

paul.mugridge@BP.com

DMcAstocker@br-inc.com

craig_adams@cargill.com

donculfum@chevrontexaco.com

chris fischer@cinergy.com

jeff.brant@conocophillips.com

david.dahlem@constellation.com

Igarza@coral-energy.com

allan. kessler@db.com

ken.ballard@dvn.com

crows@dteenergy.com
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Company Contact Office Fax Email
EnCana Haig Vejprava (403) 645-4316 haig.vejprava@encana.com
Director of Marketing
1800, 855 2nd Street S.W.
P.O. Box 2850
Calgary, Alberta
T2P 2S5

ExxonMobil Guangtao Zhu (713) 656-6297  (713) 656-2727 guangtao.zhu@exxonmobil.com
ExxonMobil Gas & Power Marketing
800 Bell Street, Room 3562R
Houston, TX 77002

+; Jim Bowden (713) 296-3700  (713) 296-4481 jrbowden@marathonoil.com
Marathon Oil

P.O.Box 3128

Houston, TX 77253-3128

#+ David Stratton (713) 544-4400 david_stratton@mi.com
Lon Tiemann (713) 544-7758 lon_tiemann@mi.com
Chris Beggins (713) 544-7761 chris_beggins@mi.com
20 East Greenway Plaza Suite 700

Houston, TX 77046

Morgan Stanley Robert Faitell (914) 225-1460 robert faitell@morganstanley.com
Morgan Stanley
Trading Floor
2000 Westchester Ave.
Purchase, NY 10577

+ Phill May (918) 591-5169  (918) 591-5130 Phill. May@oneok.com
Director of Origination - Northeast Region

ONEOK Energy Services

100 W. Fifth Street Suite 1600

Tulsa, OK 74103-4298

- Scott La Shelle (203) 355-5087 slashelle@sempratrading.com
Director

Sempra Energy Trading Corp.

58 Commerce Rd.

Stamford, CT 06902

- Pete Tumminello (832) 397-3742  (832) 397-1709 ptummine@sequentenergy.com
Sequent Energy Management
1200 Smith Street Suite 300
Houston, TX 77002

1

* Claude Peyrot (603) 430-7254 cpeyrot@spragueenergy.com
2 International Drive Suite 200
Portsmouth, NH 03801-6809

12

+ Kristen Gould (403) 716-1382  (403) 716-1375 kgould@tmvgas.com
Manager, Marketing
3050, 300 - 5th Avenue S.W.
Stock Exchange Tower
Calgary, AB T2P 3C4

13

- Patrice Thurston (203) 719-8503  (203) 719-1056 patrice.thurston@ubs.com
UBS Energy Desk
677 Washington Boulevard
Stamford, CT 06901

14

Note: A. 23 potential bidders were contacted.
14 potential bidders have executed a Confidentiality Agreement and Intent to Respond form (highlighted companies).
B. No potential bidder has submitted a decline to bid notice.
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- Massachusetts RFP for Portfolio Management Services

Bidders Questions & Responses

Response to Proposal Clarification Questions (7/01/05)

1. Is Merrill Lynch going to have a last look or right of first refusal on this RFP?

Response: No, in both instances.

2. Is Merrill Lynch going to be involved in any way with the review and analysis of the
responses?

Response: No, in both instances.

3. Is an extension going to be given to the July 15, 2005 bid due date?

Response: No extension is being contemplated at the present time.

4. Is an extension going to be given to the June 30, 2005 deadline for submitting
questions?

Response: No extension is being contemplated at the present time.

5. The RFP stipulates that responses be firm in nature and binding upon the respondent,
until November 1, 2005. Will KeySpan accept non-firm bids relative to price and/or
the November 1, 2005 date?

Response: Section I1.B.3 of the RFP states that the bids must be firm, with the
price quote and other terms firm until November 1, 2005. It is up to the
bidder to assess the risk of having their bid disqualified as a result of
submitting a non-conforming bid.

6. Can the capacity be released to Portfolio Manager? If Supply is managed by
KeySpan - what occurs so that the Portfolio Manager has title of gas to transport to the
citygate? If the answer is no next question is - KeySpan holds both capacity and
Supply, then is the Portfolio Manager not responsible for a portion of the load at the
citygate equaling this total? This second question applies to each situation that
KeySpan maintains the capacity. In modeling, should the Portfolio Manager assume
baseload to citygate for all KeySpan managed capacity.
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S Response: Yes, capacity can be released to the Asset Manager. In Exhibit D-1 of the
RFP, there are two categories listed under Supply Resources and
Transportation - Company Managed and Released to Asset Manager
(“AMA”). It will be the responsibility of KeySpan to schedule and
nominate to the city gate all of the contracts with an “X” in boxes in the
Company Managed column. Likewise, all contracts listed with an “X” in
the boxes in the Released to AMA column will be performed as a
capacity release by the Portfolio Manager.

7. Is it KeySpan's expectations to receive a redline from the bidding party or will this be
handled at a future point (after deal is awarded)?

Response: Section I1.B.1 of the RFP states that the bidders should “identify any
exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions”. This is to be submitted with the
initial bid.

8. Is KeySpan open to an agency arrangement of the assets or a only a capacity release of
all assets?

. Response: KeySpan is currently not considering an agency arrangement. KeySpan will
release capacity to the successful bidder all of the non Company Managed
Assets as defined/identified in the RFP.

9. With regard to the management fee to be paid to KeySpan for the optimization of the
assets, does that need to be a stand alone item or can it be imbedded into
the supply price?

Response: Section III of the RFP states that the “bidders may propose a guaranteed
payment to KeySpan, a sharing of net profits, a combination of the two, or
any other similar arrangements in which value can be easily quantified”.

It is left to the discretion of the bidders to determine which structure to
propose.

10. With regard to the supply price, is KeySpan looking for least cost, weighted average
or other pricing mechanism? ‘

Response: KeySpan is looking for the least overall cost.
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11. Is the listing of supply source in particular order i.e., Tennessee Domestic
Baseload/Swing Tiers:
Zn 1, 100 leg
Zn 0, 100 leg
Zn 1, 800 leg
Zn 1, 500 leg
Are you required to fill load in that exact order or can you do Zn 1 500 leg
before Zn 0 100 leg?

Response: Section 4.1.1 of the Agreement states that “supply will be priced as if
sourced from each tier sequentially until each tier is exhausted, up to the
Buyer’s MDQ”. There is no layering within the respective tiers.
Each individual zone within the respective tiers contributes a pro-rata
share of the overall tier volume. It is left to the discretion of the bidders to
present a different (albeit non-conforming) pricing or tier structure.

12. Is LNG part of RFP or not an option?
Response: LNG is a Company Managed Asset set forth on Exhibit D-6 to the RFP.

See Response # 6. It is left to the discretion of bidders to present options
for LNG utilization.

13. With regard to Demand Charges, will Buyer reimburse Portfolio Manager for
all demand charges associated with all the assets released?

Response: Yes, subject to the terms and conditions as described in the Agreement.

14. Will KeySpan accept bids that are non-binding or firm but require Board Approval?

Response: See Response #5.
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-------- Original Message ----—----

Subject: Mass. RFP - Bid Process - Extenison of Deadlines
Date: Fri, 08 Jul 2005 15:03:02 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

The purpose of this e-mail is to inform you that KeySpan has decided to
extend the deadlines relative to the RFP for Management Services for
KeySpan's Massachusetts Gas Portfolio, dated June 17, 2005 as folloows:

1. All questions regarding this RFP must be submitted in writing through
e-mail to jpradas@keyspanenergy.com on or before July 14, 2005, by 4:00
EST. 2. We will respond to your questions in writing by July 22, 2005. 3.
Your bid is due by 5:00 p.m. EST, July 29, 2005.

All other terms and conditions of the aforementioned RFP remain the same.

Regards,
Joe
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-------- Original Message ----——--
Subject: Mass. RFP - Questions & Responses - July 8, 2005 (Attachement)
Date: Fri, 08 Jul 2005 15:52:43 -0400 From: Joseph Pradas

Enclosed please find attachment related to response to Qt. #7 of the
Response to Proposal Clarification Questions (7/08/05). it was
inadvertently left out from the previous mailing.

Regards,
Joe
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______

KeySpan NE Summary of Routes

TGP Routes
TGP zone 0-6
Boston
Contract Citygate
Company Pipeline # MDQ
Boston (100 TGP 2062 FTA 28,058
Colonial (10( TGP 2025 FTA 7,496
Colonial (10( TGP 435 FTA 8,500
Essex TGP 32155 FTA 4,418
Total 48,472
TGP zone 1-6
Boston
Contract Citygate
Company Pipeline # MDQ
Boston (500 TGP 2062 FTA 35,271
Boston (800 TGP 2062 FTA 16,837
Colonial (50( TGP  2025FTA 9,423
Colonial (80( TGP 2025 FTA 4,497
Colonial (50( TGP 435 FTA 6,205
Essex TGP 32155 FTA 8,951
Total 81,184
TGP zone 4-6
Boston
Contract Citygate
Company Pipeline # MDQ
Boston TGP 2062 FTA 14,147
Boston TGP 623 FTA 41,687
Boston TGP 20241 FTA 13,027
Colonial TGP  2025FTA 3,780
Colonial TGP 435 FTA 2,595
Colonial TGP 2029 FTA 7,504
Colonial TGP 10778 FTA 16,083
Essex TGP 577 FTA 5172
Essex TGP 10788 FTA 4,069
Essex TGP 32155 FTA 2,359
Total 110,423
TGP zone 5-6 FTA Contracts
Boston
Contract Citygate
Company Pipeline # MDQ
Boston TGP 256 FTA 10,533

Max Commodity Rates (including
FT - Commodity Rates
0 L
0 0.0458

0.0305
0.0688
0.0899
0.0997
0.1148
0.1231
0.1627

DAL WN =™

FUEL

0.89%
1.01%
1.74%
4.59%
6.06%
7.43%
7.51%
8.93%

O HhWN=TO

FUEL

0.84%
0.95%
1.56%
3.95%
5.19%
6.34%
6.41%
7.61%

DA WN=_2TO
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) TGP zone 5-6 FTA Contracts

S Boston
Contract Citygate
Company Pipeline # MDQ
Essex TGP 2066 FTA 976
Essex TGP 45201 FTA 645
Total 1,621
TGP zone 5-6 NET Contracts
Boston
Contract Citygate
Company Pipeline # MDQ
Boston TGP (3148 NE” 8,600
Boston TGP IGTto TGF 15,000
Boston TGP 1IGTintoA 20,000
TGP zone 5-6 NET-NE Contracts
Boston
Contract Citygate
Company Pipeline # MDQ
Colonial TGP 128 NET-Nt 2,000
Colonial TGP 1290 NET-p 4,000
Total 6,000
. TGP zone 5-6 NET-NE Contracts
Boston
h Contract Citygate
Company Pipeline # MDQ
Essex TGP 247 (NET-b 2,000

Discounted Rates, See Rate Tab

Discounted Rates, See Rate Tab
Discounted Rates, See Rate Tab

Discounted Rates, See Rate Tab
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ACA of .0019)

1
0.0688

0.0591
0.0795
0.0893
0.1044
0.1145
0.1522

2.79%

1.91%
2.13%
3.60%
4.97%
5.05%
6.47%

1
2.44%

1.70%
1.88%
3.12%
4.28%
4.34%
5.53%

2
0.0899

0.0795
0.0452
0.0549

0.07
0.0802
0.1178

NOV-MAR
2
5.16%

4.28%
1.43%
1.23%
2.68%
2.76%
4.18%

APR-OCT
2
4.43%

3.69%
1.30%
1.13%
2.35%
2.41%
3.61%

3
0.0997

0.0893
0.0549
0.0385
0.0682
0.0784
0.1161

5.88%

4.99%
2.15%
0.69%
3.07%
3.14%
4.56%

5.04%

4.29%
1.90%
0.67%
2.67%
2.74%
3.93%

4
0.1137

0.1033
0.07
0.0682
0.042
0.0478
0.0853

6.79%

5.90%
3.05%
2.64%
1.09%
1.16%
2.50%

5.80%

5.06%
2.66%
2.32%
1.01%
1.07%
2.20%

5
0.125

0.1145
0.0802
0.0784
0.0478
0.0446
0.0784

7.88%

6.99%
4.15%
3.69%
1.33%
1.28%
1.40%

6.72%

5.97%
3.58%
3.19%
1.21%
1.17%
1.27%

6
0.1627

0.1522
0.1178
0.1161
0.0853
0.0784
0.0661

8.71%

7.82%
4.98%
4.52%
2147%
2.09%
0.89%

7.42%

6.67%
4.28%
3.90%
1.92%
1.86%
0.85%

0.0437

0.0667

0.0878
0.0976
0.1127

0.121
0.1606
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0.0667

0.057

0.0774
0.0872
0.1023
0.1124
0.1501

0.0878

0.0774

0.0431
0.0528
0.0679
0.0781
0.1157

0.0976

0.0872

0.0528
0.0364
0.0661
0.0763

0.114

0.1116

0.1012

0.0679
0.0661
0.0399
0.0457
0.0832

0.1229

0.1124

0.0781
0.0763
0.0457
0.0425
0.0763

0.1606

0.1501

0.1157
0.114
0.0832
0.0763
0.064
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-------- Original Message --------
Subject: [Fwd: Asset Management RFP - ExxonMobil's Response]
Date: Mon, 11 Jul 2005 14:57:35 -0400

To:  PRADAS, Joseph G <jpradas@keyspanenergy.com>

Organization: KeySpan Energy

Hi Joe. FYI..., althouth I'm sure you know this already.
Dino

-------- Original Message --------

Subject: Asset Management RFP - ExxonMobil's Response
Date: Mon, 11 Jui 2005 13:49:14 -0500

From: guangtao.zhu@exxonmobil.com

To: Dino Papetti <dpapetti@keyspanenergy.com>

Dino,

Thank you for affording ExxonMobil Gas & Power Marketing Company the
opportunity to review your request for asset management proposals. At

this time, however, we are not in a position to submit a proposal for your
request, due to a variety of commercial reasons. We value you as a
customer, and would appreciate entertaining future proposals from Keyspan.
Thank you,

Guangtao Zhu
ExxonMobil Gas & Power Marketing
phone (713) 656-6297

Dino
Papetti e
<dpapetti@keyspanener To:
guangtao.zhu@exxonmobil.com
gy.com>
cc:
Subject: (no

subject)

06/15/05 12:06 00144



PM

Hi Guangtao.

I would like to call you to see if Exxon would like to receive a bid

package for an asset management arrangement with Keyspan New England. What
is your phone number?

Dino
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-------- Original Message --------

Subject: KeySpan NE RFP - Questions

Date: Thu, 14 Jul 2005 13:06:49 -0500

From: Garza, Lisset <LGARZA@Coral-Energy.com>

To:  Joe Pradas (E-mail) <jpradas@keyspanenergy.com>

Joe,
Here are some more questions:

* Tetco access area total 226,890 dt/d and pull away on CDs 43,347 and FT
97,627 - is the excess access area tied to any other capacity or just

flexibility from the access area * In response to Question 27, you mention

that the company intends to notify the Seller, prior to March 31st of a

contract year, its refill pricing plan. What is meant by "refill pricing

plan™? How does this differ from WACOG based on a ratable injection over

the April through October period?

Lisset Garza

Shell Trading Gas & Power
909 Fannin St., Houston, TX 77010, USA

Tel: +713-767 5470 Fax: +713 265 5470
Email: lgarza@coral-energy.com
Internet: http://www.shell.com
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-------- Original Message --—-—----

Subject: Questions RE: KeySpan RFP for Portfolio Mgmt 7-14-05
Date: Thu, 14 Jul 2005 14:13:35 -0500

From: Dudley Sandra <SDudley@TMVGAS.COM>

To:  jpradas@keyspanenergy.com

Please find attached Tenaska's questions regarding the Request for

Proposals for Portfolio Management Services on Behalf of Boston Gas
Company, Colonial Gas Company, and Essex Gas Company, All d/b/a KeySpan
Energy Delivery New England.

Sandra Dudley
11718 Nicholas
Omaha, NE 68154
(402) 758-6213
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Tenaska Marketing Ventures/
Tenaska Marketing Canada

Round 2 Questions Regarding RFP for Portfolio Management Services On Behalf Of
Boston Gas Company, Colonial Gas Company, And Essex Gas Company, All D/B/A
KeySpan Energy Delivery New England

July 14, 2005

1) Section 6.1 of the Gas Resource Portfolio Management and Gas Sales Agreement reads, “The
Parties acknowledge that Buyer may extend the Initial Term by up to two additional one-year
periods, i.e., up to and including March 31, 2010.” Does this mean that Buyer may extend the
agreement for a period of time less than one year (i.e. from April 2009 through September 2009) or
can Buyer only extend the term in one-year increments?

2) Will Buyer request RFP’s before exercising its option to extend the term of the deal on 1/1/08 and/or
1/1/09?

3) Does Keyspan have an extension right in its current Portfolio Management agreement that is still
exercisable by Keyspan?

4) Both the Gas Resource Portfolio Management and Gas Sales Agreement and Buyer's response to
Question 28 in the prior set of questions indicate that storage carrying costs will be equal to LIBOR
plus 5 basis points. Does buyer intend for this to be 0.05% or 5%7? What LIBOR rate is buyer
referring to (i.e. 1-month, 1-year)?

5) In taking into consideration Buyer’'s Unbundling Program, should volumes associated with this
program be netted off of the system load as well as the overall capacity of the assets? Is the
Canadian baseload supply and associated transport capacity included in the Unbundling Program?
Could you please provide an example of how a volume of 10,000 dth/d under the Unbundling
Program would be allocated its “slice of system” capacity if such load were delivered off of
Tennessee, and a separate example if such load were delivered off of Algonquin?

6) The forecasted system load information is very helpful. Would it also be possible to get a forecast of
the quantity expected for the Unbundling Program? Are there any material changes to the
Unbundling Program that would cause these quantities to grow or shrink over the next 2-4 years?

7) For any guaranteed revenue or sharing revenue payable to Keyspan under this Portfolio
Management arrangement, how is such revenue allocated between the utilities’ ratepayers and
shareholders? Please describe any incentive rate or performance based rate mechanisms that
would impact Keyspan's actions under the Portfolio Management arrangement.

8) When and how might Buyer recall storage capacity (follow up to Q&A #11 from 7/8/05 Keyspan
responses)?

9) If LNG import capacity dramatically increased in the Keyspan NE service area, what impact would
that have on the Portfolio Management arrangement?

10) Under the Gas Resource Portfolio Management and Gas Sales Agreement, it is clear that Seller has
a firm obligation to sell and deliver gas up to the MDQ based on Buyer’s nominations to Seller.
Under such agreement, however, it appears that Buyer would have the ability to purchase gas from
third parties in lieu of purchasing gas from Seller. Please clarify Keyspan’s intention with respect to
its obligations to purchase gas from Seller.

11) In Section 5.1 of the Gas Resource Portfolio Management and Gas Sales Agreement, “agency
rights” are referenced. What type of agency rights does Buyer envision, and to which contracts
might such an agency arrangement apply?

12) Follow up to Q&A #27 from 7/8/05 Keyspan responses — In the response to this question, it states:
“The Company intends to notify the Seller, prior to March 31st of a contract year, its refill pricing
plan.” Please clarify if this is intended to imply that Buyer has the right to designate different
volumes by month for storage refill (e.g. in one year Buyer might designate more volumes for refill
early in the summer injection period, and in another year Buyer might designate more volumes for
refill late in the summer injection period)? If that is the case, please confirm if the calculation of
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Tenaska Marketing Ventures/
Tenaska Marketing Canada

Summer Index for any given year would then use a volume weighting each month based on Buyer's
monthly volume designations for such year.
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Cheryl M. Kimball

-------- Original Message ---—--—

Subject: Re: Mass. RFP - Draft Agreement Gas Supply Contract
Date: Fri, 15 Jul 2005 16:22:05 -0400

From: Charles Klein <ckiein@keyspanenergy.com>

Organization: KeySpan

To:  Joseph Pradas <jpradas@keyspanenergy.com>

CC: Richard A Visconti <rvisconti@keyspanenergy.com>, Jennifer B
Feinstein <jfeinstein@keyspanenergy.com>, Susan_DeSilva
<sdesilva@keyspanenergy.com>

References: <42CE9168.1070801@keyspanenergy.com>

Joe.....l lifted and modified the following language from a gas purchase
contract with Duke Energy. This clause treats the delivery point as the
trigger for tax liability. | think that it is a better tax clause.

Seller shall pay or cause to be paid all taxes, fees, levies,

penalties, licenses or charges imposed by any government authority
("Taxes") on or with respect to the Gas prior to the Delivery Points.
Buyer shall pay or cause to be paid all Taxes, other than income tax,
on or with respect to the Gas at the Delivery Point and all Taxes after
the Delivery Point including, but not limited to all sales or use,

gross receipts and consumption taxes. If a party is required to remit
or pay Taxes that are the other party's responsibility hereunder, the
party responsible for such Taxes shall promptly reimburse the other
party for such Taxes.

Any questions, please call or email me.
Charles

Joseph Pradas wrote:

> Charles,
>

> As | mentioned over the phone, attached is the Draft Agreement for the

> Massachusetts Request for Proposal (RFP) for Management Services for

> KeySpan's Massachusetts Gas Portfolio. This work is currently being

> performed by Merrill Lynch, with the existing contract due to expire

> March 31, 2006.

>

> The following question has been posed by one of the prospective

> bidder: "Please outline any tax obligations.” 00150



> Our response is as follows: "As per Sect. 7.3 of the Agreement, Buyer

> shall reimburse seller for any taxes, including ad valorem taxes, fees

> or charges, other than income tax, which are levied by a governmental or
> regulatory body on the Gas sold under this Agreement.

>

> Please review and advise.
>

> Thanks.
> Joe
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-------- Original Message --------

Subject: Mass. RFP - Questions & Responses - July 21, 2005
Date: Thu, 21 Jul 2005 14:03:22 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

The RFP for Management Services for KeySpan's Massachusetts Gas
Portfolio, dated June 17, 2005, provides for all questions submitted by
potential bidders, as well as KeySpan's responses to said questions, to be
shared with all potential bidders who have executed both a Confidentiality
Agreement and a Notice of Intent to Respond Form.

Attached is the third and final set of questions and responses, dated July
21, 2005.

Regards,
Joe
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Massachusetts RFP for Portfolio Management Services
Bidders Questions & Responses

Response to Proposal Clarification Questions (7/21/05)

. DTl storage fuel rate are different for Settled Party and Severed party - which

category does KeySpan fall under?

Response:
KeySpan is a Settled Party.

. Further clarification to previously submitted question related to holding of title by

shipper. In Exhibit D-1 of the RFP, there are two categories listed under Supply
Resources and Transportation - Company Managed and Released to Asset Manager
"AMA"). It will be the responsibility of KeySpan to schedule and nominate to the city
gate all of the contracts with an "X" in boxes in the Company Managed column.
Likewise, all contracts listed with an "X" in the boxes in the Released to AMA
column will be performed as a capacity release by the Portfolio Manager. More
specifically you have marked the following as Company Managed yet corresponding
capacity is marked with Portfolio Manger:
- Honeoye Storage: yet the associated TGP capacity is marked as
AMA - how will you get gas to gate and does AMA have right to the capacity
with no obligation of supply?
- IGT Waddington Supply is marked as Company Managed, the Associated
Iroquois capacity of 35,000 is AMA managed but the TGP capacity to Mendon
and gate is Company Managed - how will this work?

Response:
KeySpan will work together with the AMA to coordinate the nomination and

scheduling responsibilities for the Company and AMA Managed assets to meet the
MDQ outlined in RFP Exhibit E.

. From your Spreadsheet on Forecast Sendout - can you confirm which

citygate pertains to which Company from following citygates list and what
capacity is associated with the particular gate (i.e. Algonquin or Tenn.):
- Boston, Lowell, Essex and Cape

Response:
See RFP Exhibit D-5 for a complete listing of KeySpan’s citygates and the

corresponding pipelines and meter numbers. Boston Gas is served by Algonquin and
Tennessee, Colonial Gas (Lowell) is served by Tennessee, Colonial Gas (Cape) is
served by Algonquin and Essex Gas is served by Tennessee.
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4. Can the AMA view the three Company portfolios as one and manage the citygate
needs by utilizing all available or will it have to utilize specific assets for a specific
citygates?

Response:
Yes. The AMA may manage the three Company portfolios as one, but supply must be

delivered to the citygate(s) of the primary contract holder.

5. In modeling what excess capacity exists in KeySpan's portfolio? Is it correct to
supply system load by using the methodology provided by Exhibit E?

Response:
Yes. A conforming bid will use the pricing hierarchy contained in RFP Exhibit E to

meet the load up to the MDQ. However the asset manager will have the discretion to
supply using all released assets. The Company will nominate one total quantity by
delivering pipeline daily.

6. Clarification - KeySpan can enforce the rule curve on the AMA manager in the
course of the winter (example expecting the AMA to purchase additional supply at
peak times).

Response:
Yes. As stated in Sect. 4.6 of the Agreement, “Seller will refill Buyer’s storage

capacity to a minimum of 95% full prior to November 1% of each contract year during
the Term. In addition, Seller shall be at the Storage Rule Curve by December 1% of
each contract year during the Term and shall maintain in storage no less than the
lower of the paper Storage balance or the amount indicated by the Storage Rule Curve
for the end of each month of the Peak period. The Storage Rule Curve is presented in
Appendix 3. In complying with the lower of the Paper Storage Balance or the
Storage Rule Curve, Seller may within any month allow underground storage
inventory to fall below the curve so long as by the third business day prior to the end
of such month, the total underground storage volume is equal to or exceeds the lower
of the Paper Storage Balance or the amount indicated by the curve. Should Seller fail
to do so, Buyer may at its discretion arrange for gas storage injection to bring
underground storage levels to the required level and seller shall be responsible for all
of Buyer’s costs for doing so.”

7. In verification of pipeline rates listed on the provided spreadsheet to pipeline rates
posted on EBB, discovered some discrepancies - should AMA use pipeline
established rates?

Response:
The pipeline rates provided by KeySpan were the most recent rates available at the

time the document was prepared. Please use any updated tariff pipeline rates that
may be available from the pipelines’ electronic bulletin boards.
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8.

10.

11.

Tetco access area total 226,890 dth/d away on CDs 43,347 and FT 97,627 - is the
excess access area tied to any other capacity or just
flexibility from the access area?

Response:;
KeySpan’s firm transportation contracts with Tetco contain excess access area

entitlements in the production area which provide operational flexibility to the
shipper. That same flexibility will be available to the AMA.

In response to Question 27, you mention that the Company intends to notify the
Seller, prior to March 31st of a contract year, its refill pricing plan. What is meant by
"refill pricing plan"? How does this differ from WACOG based on a ratable injection
over the April through October period?

Response:
At the end of each month the Company will reconcile the paper storage balance with

the AMA. Prior to March 31* of a contract year, the Company will calculate, based
on the best available information at that time, the total storage refill required to reach
the minimum 95% storage refill level by November 1. This volume will form the
basis for the storage refill plan. The price for this volume will be based on ratable
injections over the seven summer months of April through October. The Company
will consult with the AMA to make adjustments, as required, in response to the
Company’s Unbundling Program and potential underground storage withdrawals in
the shoulder months.

Section 6.1 of the Gas Resource Portfolio Management and Gas Sales Agreement
reads, “The Parties acknowledge that Buyer may extend the Initial Term by up to two
additional one-year periods, i.e., up to and including March 31, 2010.” Does this
mean that Buyer may extend the agreement for a period of time less than one year
(i.e. from April 2009 through September 2009) or can Buyer only extend the term in
one-year increments?

Response:
Buyer can only extend the term of the Agreement in one year increments.

Will Buyer request RFP’s before exercising its option to extend the term of the deal
on 1/1/08 and/or 1/1/09?

Response:
The Buyer, at its sole discretion, reserves the right to issue an RFP for the option

periods.
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12.

13.

14.

15.

16.

Does KeySpan have an extension right in its current Portfolio Management
Agreement that is still exercisable by KeySpan?

Response:
The current Portfolio Management Agreement expires March 31, 2006.

Both the Gas Resource Portfolio Management and Gas Sales Agreement and Buyer’s
response to Question 28 in the prior set of questions indicate that storage carrying
costs will be equal to LIBOR plus 5 basis points. Does buyer intend for this to be
0.05% or 5%? What LIBOR rate is buyer referring to (i.e. 1-month, 1-year)?

Response:
The storage carrying costs will be equal to LIBOR plus 5 basis points (.05%).

The LIBOR rate referenced above is 1-month LIBOR.

In taking into consideration Buyer’s Unbundling Program, should volumes
associated with this program be netted off of the system load as well as the overall
capacity of the assets?

Response:
Yes. The volumes associated with the Unbundling Program should be netted off of

the system load as well as the overall capacity of the assets.

Is the Canadian baseload supply and associated transport capacity included in the
Unbundling Program?

Response:
Yes. The Canadian baseload supply and associated transport capacity are also

included in the Company’s Unbundling Program.

Could you please provide an example of how a volume of 10,000 dth/d under the
Unbundling Program would be allocated its “slice of system” capacity if such load
were delivered off of Tennessee, and a separate example if such load were delivered
off of Algonquin?

Response:
If a marketer aggregated 10,000 dts of capacity under the slice of the system

approach, the marketer would be allocated a weighted average volume of 10,000 dts
made up of peaking, storage and longhaul capacity. The allocation of each of these
resources is based on the sum of the load factors in the marketers' pool. The contracts
by LDC and pipeline and allocation factors can be found on the Company's website
under Business Partner, Energy Marketers.
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17. The forecasted system load information is very helpful. Would it also be possible to
get a forecast of the quantity expected for the Unbundling Program? Are there any
material changes to the Unbundling Program that would cause these quantities to
grow or shrink over the next 2-4 years?

Response:
The Company is not prepared to provide a forecast of its Unbundling Program at this

time. The Company is not aware of any material changes that would significantly
impact the quantities contained in its existing Unbundling Program.

18. For any guaranteed revenue or sharing revenue payable to KeySpan under this
Portfolio Management arrangement, how is such revenue allocated between the
utilities’ ratepayers and shareholders? Please describe any incentive rate or
performance based rate mechanisms that would impact KeySpan’s actions under the
Portfolio Management arrangement.

Response:
From the bidders point of view the obligation is to maximize the value regardless of

shareholder/ratepayer impact.

The allocation of revenues under a Portfolio Management arrangement have
historically been treated in accordance with the Department of Telecommunication
and Energy's order in Interruptible Transportation, D.P.U. 93-141. See also, Boston
Gas Company, Colonial Gas Company and Essex Gas Company, D.T.E. 99-76 at 23;
KeySpan Energy Delivery New England, D.T.E. 04-9 at 13-14.

19. When and how might Buyer recall storage capacity (follow up to Q&A #11 from
7/8/05 KeySpan responses)?

Response:
KeySpan might recall storage capacity at the end of the term of the Agreement or in

the case of failure to perform on the part of the AMA.

20. If LNG import capacity dramatically increased in the KeySpan NE service area, what
impact would that have on the Portfolio Management arrangement?

Response:
As with any new supplies or pipeline projects available to KeySpan, the Company

will perform due diligence to evaluate any and all opportunities available to meet the
needs of its customers.
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21.

22.

23.

Under the Gas Resource Portfolio Management and Gas Sales Agreement, it is clear
that Seller has a firm obligation to sell and deliver gas up to the MDQ based on
Buyer’s nominations to Seller. Under such agreement, however, it appears that Buyer
would have the ability to purchase gas from third parties in lieu of purchasing gas
from Seller. Please clarify KeySpan’s intention with respect to its obligations to
purchase gas from Seller.

Response:
As stated in Sect. 3.2 of the Agreement, * Both Buyer and Seller understand that,

upon hitting a storage ratchet based on Buyer’s storage inventory balance, Seller shall
remain obligated to sell and deliver up to the MDQ; however, in that event, Buyer
may elect to satisfy its city gate requirements through the utilization of Company
Managed Assets and/or the purchase from a third party to the MDQ. ” In addition, as
stated in Sect. 3.2.1 of the Agreement, “From time to time during the Term of this
Agreement, Seller may sell and Buyer may purchase quantities in excess of the MDQ,
provided that both Buyer and Seller agree to such delivery. Nothing contained in this
Sect 3.2.1 shall prevent Buyer from purchasing quantities of Gas in excess of the
MDAQ from a third party(s) other than Seller.”

In Section 5.1 of the Gas Resource Portfolio Management and Gas Sales Agreement,
“agency rights” are referenced. What type of agency rights does Buyer envision, and
to which contracts might such an agency arrangement apply?

Response:
The Company may assign agency rights -- under which title would not pass but the

AMA could control the use of the assets -- to the AMA for nomination purposes for
certain select assets designated as "Company Managed" in RFP Exhibit D-1."

Follow up to Q&A #27 from 7/8/05 KeySpan responses — In the response to this
question, it states: “The Company intends to notify the Seller, prior to March 31st of a
contract year, its refill pricing plan.” Please clarify if this is intended to imply that
Buyer has the right to designate different volumes by month for storage refill (e.g. in
one year Buyer might designate more volumes for refill early in the summer injection
period, and in another year Buyer might designate more volumes for refill late in the
summer injection period)? If that is the case, please confirm if the calculation of
Summer Index for any given year would then use a volume weighting each month
based on Buyer’s monthly volume designations for such year.

Response:
Please refer to Response #9 of this document.
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-------- Original Message --------

Subject: Mass RFP - Evaluation of Bids

Date: Fri, 29 Jul 2005 15:48:58 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Nancy Culliford <nculliford@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com>, Jennifer B Feinstein
<jfeinstein@keyspanenergy.com>, Mark J Leippert

<rrapp@keyspanenergy.com>, John V Vaughn <jvaughn@keyspanenergy.com>,
Elizabeth Danehy Arangio <earangio@keyspanenergy.com>, RONALD LUKAS
<rlukas@keyspanenergy.com>, Cynthia Clark <cclark@keyspanenergy.com>

With regards to the evaluation of the Mass. RFP bids, | thought it would
be worthwhile to, at first, assemble a small team to take an initial pass
at the bids. Once this is completed (and in very short order), we would
then reach out to all of the necessary folks/disciplines to fully analyze
the bids.

With this in mind, | thought that it would make sense to have the the
first (and small) team consisting of Nancy Culliford, Steve Mc Cauley,
Mark Leippert, Jennifer Feinstein and myself.

| will be forwarding to all of you an electronic copy of the bids. I've

also scheduled a meeting for this coming Wednesday, August 3rd, in
Lynbrook, from 8:30am to 12pm to review the bids. This will hopefully give
all of us an opportunity to review the proposals prior to the meeting on
Wednesday.

Please let me know if this works for you.

Thanks.
Joe
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-------- Original Message --------
Subject: [Fwd: [Fwd: FW: KeySpan Mass RFP- Response]] - Coral Bid
Date: Mon, 01 Aug 2005 07:21:15 -0400

To:  Jenpifer B Feinstein <jfeinstein@keyspanenergy.com>, Stephen A Mc
Cauley <smccauley@keyspanenergy.com>, "Mark J. Leippert”
<mleippert@keyspanenergy.com>, "Nancy G. Culliford"
<nculliford@keyspanenergy.com>

-------- Original Message --------

Subject: [Fwd: FW: KeySpan Mass RFP- Response]
Date: Fri, 29 Jul 2005 16:22:13 -0400

From: Richard Kunz <rkunz@keyspanenergy.com>
Organization: KeySpan

To: jpradas@keyspanenergy.com

-------- Original Message --------

Subject: FW: KeySpan Mass RFP- Response
Date: Fri, 29 Jul 2005 15:19:37 -0500

From: "Garza, Lisset"

To: "Rich Kunz (E-mail)" , "Joe Pradas
(E-mail)"

> - Original Message-----

> From: Garza, Lisset

> Sent: Friday, July 29, 2005 2:54 PM

> To: 'Joe Pradas (E-mail)

> Cc: Overdyk, Marc; Henrikson, Jim; Irwin, Ken

> Subject: KeySpan Mass RFP- Response

>

>

> Shell Trading on behalf of Coral Energy Resources, L. P. (Coral) is

> pleased to offer KeySpan Portfolio Management and Asset Optimization
> proposal under the proposed terms and conditions attached hereto.

>

> The attached proposals are not intended to be complete and all-inclusive
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> of the terms and conditions of the related transaction's). These

> proposals are not an offer, a solicitation of an offer, or a commitment
> of Coral or any affiliate of Coral. The transaction’s) described herein
> are subject to further review and approval of Coral's executive

> management and execution of definitive agreements containing all
> appropriate provisions. As the information contained herein is

> proprietary, please keep this material confidential.

>

> <> < Response.doc>> <>

> Lisset Garza

>

> Shell Trading Gas & Power

> 909 Fannin St., Houston, TX 77010, USA

>

> Tel: +713-767 5470 Fax; +713 265 5470

> Email: Igarza@coral-energy.com

> Internet: http://www.shell.com
>
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-------- Original Message -----—---

Subject: [Fwd: FW: MLCI Response to the KEDNE 2005 RFP] - Merrill Lynch
Bid Date: Mon, 01 Aug 2005 07:22:30 -0400 From: Joseph Pradas
<jpradas@keyspanenergy.com> Organization: KeySpan To: Jennifer B
Feinstein <jfeinstein@keyspanenergy.com>, "Mark J. Leippert"
<mleippert@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com>, "Nancy G. Culliford"
<nculliford@keyspanenergy.com>

-------- Original Message --------
Subject: FW: MLCI Response to the KEDNE 2005 RFP
Date: Fri, 29 Jul 2005 15:22:47 -0400

To: jpradas@keyspanenergy.com
CC: "Tiemann, Lon (MLCI)" <lon_tiemann@ml.com>, "Goodman, David (MLCI)"
<david_goodman@mi.com>

Joe,

Attached please find MLCI s bid response to the KEDNE RFP dated June 17,
2005.

Thank you in advance for the opportunity to participate in this process.
We look forward to your questions and comments.

Sincerely,

Chris Beggins
Managing Director
Gas Origination
MLCI

713-544-7761

00196



If you are not an intended recipient of this e-mail, please notify the
sender, delete it and do not read, act upon, print, disclose, copy, retain
or redistribute it. Click here <http://www.ml.com/email_terms/>for
important additional terms relating to this e-mail.
http://www.ml.com/email_terms/
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-------- Original Message --------

Subject: [Fwd: Tenaska response to Keyspan RFP] - Tenaska Bid

Date: Mon, 01 Aug 2005 07:24:50 -0400

Organization: KeySpan

To:  Jennifer B Feinstein <jfeinstein@keyspanenergy.com>, Stephen A Mc
Cauley <smccauley@keyspanenergy.com>, Mark J Leippert
<mleippert@keyspanenergy.com>, "Nancy G. Culliford"
<nculliford@keyspanenergy.com>

-------- Original Message --------

Subject: Tenaska response to Keyspan RFP

Date: Fri, 29 Jul 2005 08:39:27 -0500

From: Hall John_<JHall@ TMVGAS.COM>

To: jpradas@keyspanenergy.com

CC: Hall John <JHall@ TMVGAS.COM>, Dudiey Sandra <SDudley@TMVGAS.COM>,
Howe

Jon <JHowe@TMVGAS.COM>, Metzler Mike <MMetzler@ TMVGAS.COM>

Dear Mr. Pradas,

Pursuant to the instructions in your RFP for Portfolio Management
Services, attached are the following electronic versions of the bid
documents that were sent to you via overnight mail on Wednesday of this
week:

- Tenaska Marketing Ventures (TMV) proposal document.
- Exhibit A: Bidder qualification questionnaire

- Exhibit B: Contract redline comments

- Exhibit C: Commodity Pricing Summary

- Examples of Portfolio Management Reports

Please let me know if you have any questions regarding any of this
material, or have difficulty opening any of the documents.

The rest of the Tenaska team and | look forward to working with you and
the KeySpan New England team on this Portfolio Management opportunity.

John G. Hall 0022 9



Y

- Regional Director, Marketing

Tenaska Marketing Ventures

11718 Nicholas Street

Omaha, Nebraska 68154-4413

Phone: 402-758-6136

Fax: 402-758-6274

Cell:  402-699-1074

E-mail: jhall@tmvgas.com <mailto:jhall@tmvgas.com>
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-------- Original Message ------—--

Subject: [Fwd: ConocoPhillips proposal for Portfolio Management
Services] - ConocoPhillips Bid

Date: Mon, 01 Aug 2005 07:23:37 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Jennifer B Feinstein <jfeinstein@keyspanenergy.com>, Stephen A Mc
Cauley <smccauley@keyspanenergy.com>, Mark J Leippert
<mleippert@keyspanenergy.com>, "Nancy G. Culliford"

<nculliford@keyspanenergy.com>

-------- Original Message --------

Subject: ConocoPhillips propasal for Portfolio Management Services
Date: Fri, 29 Jul 2005_14:11:09 -0500

From: "Brant, Jeffrey R.” <Jeff.Brant@conocophillips.com>

To: "Joseph Pradas (E-mail)" <jpradas@keyspanenergy.com>

CC: "Hussey, Will W" <Will.W.Hussey@conocophillips.com>, "Jones, Teddy G."
<Ted.Jones@conocophillips.com>, "Graham, Jackie E."
<Jackie.E.Graham@conocophillips.com>, "Sbaschnig, Matthew F."
<Matthew.F.Sbaschnig@conocophillips.com>, "Holub, Karen E."
<Karen.Holub@conocophillips.com>, "Horton, Stan"
<Stan.Horton@conocophillips.com>, "Johnson, Todd G"
<Todd.G.Johnson@conocophillips.com>, "McMurry, Eric J."
<Eric.McMurry@conocophillips.com>, "Mischke, Troy E."
<Troy.E.Mischke@conocophillips.com>, "Riordan, Tim F."
<Tim.F.Riordan@conocophillips.com>, Robert Tara

<Robert.A. Tara@conocophillips.com>, "Taylor, Keith A."
<Keith.A.Taylor@conocophillips.com>, "ltkins, Jakovs"
<Jakovs.ltkins@conocophillips.com>, "Walter, R. Neil"
<R.N.Walter@conocophillips.com>, "Yang, Ling"
<Ling.Yang@conocophillips.com>

Joseph,

Attached please find ConocoPhillips proposal for Portfolio Management
Services for KeySpan Energy Delivery New England. Four hard copies of
the attached proposal along with copies of our annual reports and 2005
fact books will arrive on Monday via overnight mail as we discussed on
the telephone earlier this week. Four hard copies of our most recent

form 10K will be arriving in a separate package from our Bartlesville, OK

00294



office. We appreciate the opportunity to submit a bid and look forward
to future opportunities. If you have any questions regarding our bid
package please do not hesitate to call me at (315) 453-7353.

o

Jeff Brant
Director, NE Origination
<>
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-—----- Original Message --------

Subject: Mass RFP - Update

Date: Mon, 01 Aug 2005 08:12:39 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Cynthia R Clark <cclark@keyspanenergy.com>, Richard A Visconti_
<pvisconti@keyspanenergy.com>, Thomas P ONeill
<toneill@keyspanenergy.com>, "Nancy G. Culliford"
<nculliford@keyspanenergy.com>, "Theodore E Poe Jr."
<tpoe@keyspanenergy.com>, Dino C Papetti <dpapetti@keyspanenergy.com>,
Elizabeth Danehy Arangio <earangio@keyspanenergy.com>, TERRENCE KAIN
<tkain@keyspanenergy.com>, Jennifer B Feinstein

<jallocca@keyspanenergy.com>, Mark J Leippert

<mleippert@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com>, John V VAUGHN
<jvaughn@keyspanenergy.com>,

Lori Ramos Marilla <Imarilla@keyspanenergy.com>, James G Holodak Jr
<jholodak@keyspanenergy.com>, CECIL BROOKS <cbrooks@keyspanenergy.com>,
Laurence D Froehlich <lfroehlich@keyspanenergy.com>, "Melissa A. Reges"
<mreges@keyspanenergy.com>, "Nancy C. Cianflone"
<ncianflone@keyspanenergy.com> CC: Joseph F Bodanza Jr
<jbodanza@keyspanenergy.com>, Richard A Rapp Jr <rrapp@keyspanenergy.com>,
Michael A Walker <mwalker@keyspanenergy.com>, RONALD LUKAS
<rlukas@keyspanenergy.com>

With the deadline for submitting bids re: Mass. RFP having passed
(5:00PM - July 29, 2005), following is a breakdown of the activity which
took place during the bid process from the standpoint of bidder interest:

* Number of potential bidders contacted - 23

" Companies indicating an interest in participating in the process - 14
(signed CA and submitted Intent to Respond Form)

" Breakdown of the 14 potential bidders which expressed an initial
interest:

0 No follow-up response - 4 (ONEOK, Cargill, Cinergy, DTE Energy)

o Regrets - 6 (BP Energy, Marathon Oil, Sempra, Sequent, Sprague, UBS
Warburg) o Submitted bids - 4 (ConocoPhillips, Merrill Lynch, Tenaska,
Coral)

The plan is to have, on a very short timeline, a small team consisting of

00320



Nancy Culliford, Jennifer Feinstein, Mark Leippert., Steve Mc Cauley and
myself take a first pass at evaluating the bids, with an expanded review
to follow shortly thereafter.

Joe

00321
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---—-- Original Message --------

Subject: Mass. RFP - Tenaska's Bid - Clarification

Date: Mon, 15 Aug 2005 15:32:47 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Stephen A Mc Cauley <smccauley@keyspanenergy.com>, “Nancy G.
Culliford" <nculliford@keyspanenergy.com>, Jennifer B Feinstein
<jfeinstein@keyspanenergy.com>, Mark J Leippert
<mileippert@keyspanenergy.com>, "Theodore E Poe Jr."
<tpoe@keyspanenergy.com>

CC: Cynthia R. Clark <cclark@keyspanenergy.com>, Elizabeth Danehy
Arangio <earangio@keyspanenergy.com>

As a follow-up to our preliminary review of the bids re: Mass RFP, |
spoke with John Hall, Regional Director-Tenaska Marketing, with an eye on
getting clarification on a few broad issues and following were his points:

Option #1

- The ' sharing applies to the guaranteed net margin ot
million, and therefore, KSE only gets a guaranteed $ (or’ of
the first b ); - Gas Supply Arrangement: "KeySpan needs to procure

any additional gas supply for its city gate", means that KSE has to by all

of the gas supply it needs beyond what has been designated as company
managed gas supply, per the RFP. In other words, KSE buys (and pays) for
all of its gas requirements and TMV will manage it. In line with this
approach, the gas in storage would be paid upfront by us.

Option #2

-The sharing applies to the guaranteed net margin of $
million, and therefore, KSE only gets a guaranteed $ (or of
the first $ ); - Gas Supply Arrangement: Swing Gas - self

explanatory, with a demand charge being levied per their Exhibit C;
Baseload Supply - KSE buys all of the baseload gas, and the gas in storage
is on our account.

It would certainly appear that these clarifications further dilutes the
value of Tenaska's bid.

Joe
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----- - Original Message -------
Subject: Re: Amended Mass. RFP
Date: Fri, 09 Sep 2005 16:48:57 -0400
From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan
To: Joseph Pradas <jpradas@keyspanenergy.com>
CC: Joseph F Bodanza Jr <jpbodanza@keyspanenergy.com>, Richard Rapp
<rrapp@keyspanenergy.com>, RONALD LUKAS <rlukas@keyspanenergy.comz,
William C Walker <wwalker@keyspanenergy.com>, Stephen McCauley
<smccauley@keyspanenergy.com>, TERRENCE KAIN <tkain@keyspanenergy.com>,
John Vaughn <jvaughn@keyspanenergy.com>, "Mark J. Leippert”
<mleippert@keyspanenergy.com>, Scott D Vonderheide
<svonderheide@keyspanenergy.com>, James G Holodak Jr
<jholodak@keyspanenergy.com>, "Cynthia R. Clark"
<cclark@keyspanenergy.com>, Thomas P ONeill_<toneill@keyspanenergy.com>,
Richard A Visconti <rvisconti@keyspanenergy.com>, Elizabeth Danehy Arangio
<earangio@keyspanenergy.com>, Nancy Culliford
<nculliford@keyspanenergy.com>, "Theodore E Poe Jr."
<tpoe@keyspanenergy.com>, Dino C Papetti <dpapetti@keyspanenergy.com>,
CECIL BROOKS <cbrooks@keyspanenergy.com>, Jennifer B Feinstein
<jfeinstein@keyspanenergy.com> References:

<432087B1.1070907 @keyspanenergy.com>

FYI.

At bidders' request, the bid deadline has been extended by one day to
Tuesday, September 13, 2005, at 5:00PM.

Joe
Joseph Pradas wrote:

> FYIl re: Amended Mass. RFP
>

> Joe

>

> -----—- Original Message --—-----

> Subject:  Mass. RFP: Amended

> Date: Wed, 07 Sep 2005 18:26:23 -0400

> From: Joseph Pradas <jpradas@keyspanenergy.com>
> Organization: KeySpan

> To: undisclosed-recipients: ;

>
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>
>

>Due to the modification of certain of KeySpan's upstream gas supply
>contracts, in a manner that affects KeySpan's supply portfolio tier
>pricing structure, we are hereby requesting that each of the parties who
>submitted bids in response to KeySpan's RFP, dated June 17, 2005,
>resubmit their bids to reflect these changes.

>

>Please see the attached cover letter and exhibits for further
>information/clarification.

>

>Regards,

>Joe

>

>

>

00324
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------ -- Original Message --------

Subject: Mass RFP Bids - Credit Issues

Date: Mon, 01 Aug 2005 08:47:28 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  James G Holodak Jr <jholodak@keyspanenergy.com>, CECIL BROOKS

<cbrooks@keyspanenergy.com>

CC: Jennifer B Feinstein <jfeinstein@keyspanenergy.com>, "Nancy G.
Culliford” <nculliford@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com>, Mark J Leippert
<mleippert@keyspanenergy.com>

Jim/Cecil,

With credit issues, including parent guarantees, credit rating, etc.,

playing such a significant part in determing the viability of the

potential bidders re: Mass RFP bid evaluations, | would ask that you begin
your review of the four companies which have submitted bids in response to
our RFP as soon as possible.

The four entities are:

- Coral Energy Resources, L.P.

- Merrill Lynch Commodities Inc.

- Tenaska Marketing Ventures

- ConocoPhillips Gas and Power Marketing

Please let me know if you have any questions.

Thanks.
Joe
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-------- Original Message --------
Subject: Re: MLCI's Proposals to the KEDNE RFP dated June 17, 2005 and
submitted July 29, 2005 Date:  Thu, 04 Aug 2005 17:30:21 -0400 From:
Joseph Pradas <jpradas@keyspanenergy.com> Organization: KeySpan To:
Beggins, Chris (MLCI) <chris_beggins@ml.com> References:
<4A3416711F19FC47AC97670BD063BA5107992392@minyb701mb.amrs.win.ml.com
>

Thank you.
Joe
Beggins, Chris (MLCI) wrote:

> Dear Joe,

>

> This email is to withdraw the restriction on Proposal 1, 2,and 3 to

> MLCI s response to the KEDNE RFP dated June 17, 2005 and submitted July
> 29, 2005:

>

> Proposal 1 and 2 Section E Proposal Subject to Review by Internal

> Merrill Lynch Governing Committee

>

> Proposal 3 Section D (should have been labeled Section E) Proposal
> Subject to Review by Internal Merrill Lynch Governing Committee

>

> MLCI has received approval to remove the above restrictions from our
> proposals.

>

> If you have any questions, please feel free to contact me at

> 713-544-7761.

>

> Sincerely,

>

> Chris Beggins
>
>
> If you are not an intended recipient of this e-mail, please notify the

> sender, delete it and do not read, act upon, print, disclose, copy;,

> retain or redistribute it. Click here

> <http://www.ml.com/email_terms/>for important additional terms relating
> to this e-mail. http://www.ml.com/email_terms/
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————— Original Message --------

Subject: [Fwd: Credit Analyses: NE Gas Contract Bidders]
Date: Tue, 23 Aug 2005 09:36:02 -0400

From: Cecil Brooks <cbrooks@keyspanenergy.com>
Organization: KeySpan

To:  Joseph Pradas <jpradas@keyspanenergy.com>

Joe,

Please see the attached credit analyses of the four companies that
submitted bids. Let me know if you need anything else for your meeting.
Thanks.

------ -- Original Message --------

Subject: Credit Analyses: NE Gas Contract Bidders
Date: Thu, 11 Aug 2005 13:17:46 -0400

From: Cecil Brooks <cbrooks@keyspanenergy.com>
Organization: KeySpan

To:  James G Holodak Jr <jholodak@keyspanenergy.com>
CC: Erik Payton <epayton@keyspanenergy.com>

Jim,

Attached for your review are credit analyses of the 4 companies that have
submitted bids to manage the New England gas assets. Joe Pradas has
scheduled a meeting on August 18 to discuss these entities, and | believe
he would like to have our recommendations before the meeting.

Let me know if you have any questions. Thanks.
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——————e Original Message --------

Subject: Mass. RFP: Re-issuance of RFP

Date: Wed, 07 Sep 2005 18:26:23 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

To: undisclosed-recipients:;

Due to the modification of certain of KeySpan's upstream gas supply
contracts, in a manner that affects KeySpan's supply portfolio tier
pricing structure, we are hereby requesting that each of the parties who
submitted bids in response to KeySpan's RFP, dated June 17, 2005,
resubmit their bids to reflect these changes.

Please see the attached cover letter and exhibits for further
information/clarification.

Regards,
Joe
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Dear Bidder:

Boston Gas Company, Colonial Gas Company, and Essex Gas Company, each
d/b/a KeySpan Energy Delivery New England (“KeySpan™) thank you for your bid
submittal in response to KeySpan’s June 17, 2005 Request for Proposal to provide
portfolio management services to KeySpan (“RFP”). Subsequent to the issuance of the
RFP, however, certain of KeySpan’s upstream gas supply contracts have been modified,
effective April 1, 2006, in a manner that affects KeySpan’s supply portfolio tier pricing
structure. Consequently, we are hereby requesting that each of the parties who submitted
bids in response to KeySpan’s RFP resubmit their bid materials to reflect these changes.
Revised Exhibits D-2 and E, attached to this letter, contain the changes, with each of
them highlighted on revised Exhibit E. (This information is confidential and the
provisions of the confidentiality agreements you signed apply thereto.)

If the changes, addressed above, have no effect on your proposal, simply provide
a letter indicating that. If the changes, however, do affect your proposal, an amended
proposal is required to be submitted to KeySpan, modified only for these changes.
KeySpan will consider the price, terms and conditions of the amended proposal to be a
firm offer.

Any questions regarding this request must be submitted in writing through email
to jpradas@keyspanenergy.com, and/or by contacting me on my cell phone 718-344-
2581, and KeySpan will endeavor to reply promptly.

Except for this requested submittal, the bid process is not reopened. This is not an
opportunity to address any other aspect of the RFP.

It is necessary that you address this issue in order to continue to be considered as
a qualified bidder for this RFP.

All other terms and conditions of the original KeySpan RFP shall continue to
apply.

Please deliver four hard copies (in a sealed package or packages) and one
electronic copy of these requested materials no later than 5:00 PM on Monday,
September 12, 2005 to:

Joseph G. Pradas

Director Strategic Execution and Compliance
KeySpan

303 Merrick Road

Suite 501

Lynbrook, NY 11536

Regards,

Joseph G. Pradas
Director Strategic Execution and Compliance

00365



Exhibit E: Price Tiers - Boston, Colonial, Essex Combined - Nov - Mar Period

(StorageTier

iZn 1, 800 Leg TENNESSEE to Zone 6 TENNESSEE

Zn 1, 500 Leg TENNESSEE 10 Zone 6 TENNESSEE
iZ4t026Tenn

_Canadian Swing Tier (1)
: n - Wright - Gate

Storage Tler
:Honeoye Storage

:National Fuels FSS Storage
TGP FSMA Storage

Tennessee

Algonquin
Description
Canadian Baseload Tier

:Mendon - AGT - Gate
iMendon - AGT - Gate

X GAS 21 - - Lebanon-Leidy-Lambertville-Citygate
TX GAS Z SL. - Lebanon-Leidy-Lambertville-Citygate

‘Leidy - Lambertville - Citygate
;Leldy Centemlle Citygate

_Canadian Swing Tier (1)
‘Hubline
JIGTS Waddington - Wright - Gate

»Canadran Swing Tier (2)

Note 1:
Storage Tier volume delivered in-kind will be adjusted for applicable tariff ratchets. Alf such additional volumes will be priced at a mutually agreed
marketprice. Nothing contained herein shall relieve Seller from its obfigation to defiver Buyer's Maximum Daily Quantity as stated in Section 2.2.

Note 2:
Contract volumes reflect peak day deliverability.

24,142 -
56,779 :
2,655 .

132,311

6,150

6,084
..95,415 -
107,649

326914

Volume

5, 000

37,779
62,814
24,406}
16,530

2,741
10,539

4,295
6,912 .

166,

10,000 :
19,970 |

29,970

33,910

2,32
75,740

111,976

35,000
735,000

Inside FERC, Tenn La, 800 leg

Gas Daily - Tenn La, 800 leg

7-Se
TENNESSEE
MDQ (seenote2& 4). Baseload Index wing Index Notes
_..Canadian Baseload Tier
//m “BPINexen - Gate 12,154 : No Price n/a - baseload only Canadian Supply
3 ANE - IGTS - Wright - Gate 16,600 : No Price n/a - baseload only Canadian Supply
mperial 43,200 : No Price n/a - baseload only Canadian Supply
71,954
..Domestic Baseload/Swing Tiers e R - - e [
Zn 1,100 Leg TENNESSEE fo Zone 6 TENNESSEE 263 | Inside FERC, Tenn La, 800 leg Gas Daily - Tenn La, 800 leg " Tenn Longhaul
iZn 0, 100 Leg TENNESSEE to Zone 6 TENNESSEE 48,472 | inside FERC Tenn Tx, Zone0 Gas Daily - Tenn Zone 0 : Tenn Longhaul

: Tenn Longhaul

Inside FERC, Tenn La, 500 leg ' Gas Daily - Tenn La, 500 teg : Tenn Longhaul ‘
Na - Swing Only Mutually agreed pricing : No Supply Contract
Mutually Agreed Price "7 Mitually Agreed Price

Storage WACOG | Storage WACOG "SeeNote1
Storage WACOG | Storage WACOG : See Note 1

Storage WACOG :

Baseload Index Swing Index Notes

NoPrice " n/a - baseload only i Canadian Supply

No Price - Ma - baseload only Canadian Supply
Inside FERC - Tetco WLA

Inside FERC - Tetco ELA

Inside FERC - Telco, STX: »:TetquTX

Inside-FERC - Tetco ETX - Tetco.ETX ong
i Inside FERC - TX Gas Z1 Gas Daily - TX Gas Z1 mto DTt

Inside FERC - TX Gas Z SL : Gas Daily - TX Gas Z SL into DT

Inside FERC - Transco Z6 NonNY ¢ { Gas Daily - Transco Z6 NonNY  intoDTi .

Inside FERC - Transco Z6 NonNY | Gas Daily - Transco Z6 NonNY Leidy to Gate

Inside FERC -Tetco M3 'Gas. Daily - Tetco M3 ‘DT)excess. .-
Inside FERC -TetcoM3 = = f GasDaily - Tetco M3 (AGTiloGate .~ ' .
iutually Agread Price “SsaNete
Mutually Agreed Price :Mutually Agreed Price ©

torage WACOG | Storage WACOG "{'See Note 1

Storage WACOG : Storage WACOG i See Note 1 :
. Storage WACOG . _..1Storage WACOG :SeeNote1 -
Mutually Agreed Prica Mutually Agreed Price " SeeNoted

.4seload and Swing prices are computed based on the weighted average of released volumes at each of the given pricing locations.

Note 4:
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Intraday nomination changes to Hubline volumes will be priced at a mutually agreed price between Buyer and Seller. Buyer will have the right to increase or decrease
the Hubl.ine volumes, up to the Hubline capacity released to Seller.
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Exhibit E: Price Tiers - Boston, Colonial, Essex Combined - Apr - Oct Period

y {GASZSL- Lebanon-Leidy-Lambertville-Citygate

- eudy Lambertville - Citygate
i Leidy - Centerville - Citygate
* ‘Lambertville - Citygate

* :Lambertville - Citygate

_Canadian Swing Tier {1)
: Hubline
{IGTS Waddington - Wright - Gate

Storage Tier

Total

Note 1:

inside FERC - TX Gas Z SL

i, Inside EERC ~ Transco Z6:NonNY

; Gas Daily - TX Gas Z SL

¢ Gas Daily - Transco Z6 NonNY .

TENNESSEE
Description 368 nol 4] Baseload Indax Swing ndex Notes
Canadian Baseload Tler
/7 "iPiNexen - Gate 12,454 7 No Price wa - baseload only Canadian Supply
\ g,!E IGTS - Wright - Gate 16,600 | No Price /a - baseload only Canadian Supply
.cdmperial 43,200 : No Price /a - baseload only Canadian Supply
71,954
tic Baseload/Swing Tlers . ) . R
. Leg TENNESSEE to Zone 6 TENNESSEE 263 : Inside FERC, Tenn La, 800 leg Gas Daily - Tenn La, 800 leg : Tenn Longhau!
Zn 0, 100 Leg TENNESSEE to Zone 6 TENNESSEE 48,472 | Inside FERC Tenn Tx, Zone0 Gas Daily - Tenn Zone 0 . Tenn Longhaut
n 1, 800 Leg TENNESSEE to Zone 6 TENNESSEE 24,142 : Inside FERC, Tenn La, 800 leg Gas Daily - Tenn La, 800 leg { Tenn Longhaut
:Zn 1, 500 Leg TENNESSEE to Zone 6 TENNESSEE  : 56,779 | Inside FERC, Tenn La, 500 leg ¢ Gas Daily - Tenn La, 500 leg ; Tenn Longhau!
Z4toz6Tenn : .. 2655 na-SwingOnly . iMuuslyagreedpricing . i NoSupply Contract
132,311
_Canadian Swing Tier (1) e e e e e s
. IGTS Waddington - Wright - Gate | Mutually Agreed Price
Storage Tier R B T
‘Honeoye Storage . Storage WACOG : Storage WACOG - See Note 1
: Nationatl Fuels FSS Storage : Storage WACOG - Storage WACOG . See Note 1
:TGP FSMA Storage S StrageWACOG . Slorage WACOG :
Total Tennessee
Algonquin
Description aseload index wing Index Notes
Canadian Baseload Tier .
endon - AGT - Gate : n/a - baseload only
lendon - AGT - Gate ;. Wa - baseload only
Domestic Baseload/Swing Tiers B L S . _
* TETCO WLA - Lambertville - Citygate - Inside FERC - Tetco WLA . Gas Daily - Tetco WLA : Tetco Longhaul
* "TETCO ELA - Lambertville - Citygate : Inside FERC - Tetco ELA . Gas Daily - Tetco ELA -, Tetco Longhaul
* “TETCO STX - Lambertville - Citygate  Inside FERC.- Tetco STX | Gas Daily - Tetco STX | Tetco Longhaut
e TETCO ETX - Lambertville - Citygate i -Inside FERC - Tetco ETX Gas Daily - Tetco ETX ' Tetco Longhau!
4 't GAS Z1 - Lebanon-Leidy-Lambertville-Citygate Inside FERC - TX Gas Z1 ; Gas Daily - TX Gas Z1 i into DTI .

 into D!

to DT

" Inside FERC - Transco Z6 NonNY : Gas Daily - Transco Z6 NonNY f Leidy to Gate
-. | inside FERC. Tetco M3~ i Gas Daily - Tetco M3~ . DTt excess
. 5o InSide FERC -Tetco M3 . Gas Dai ' i AGT M0 Gate_
166,016
10,000 | Mutually Agreed "' Mutually Agreed Price {See Note 4
19,970 : Mutually Agreed Price i Mutually Agreed Price ¢
29,970
33,910 | Storage WACOG " 'I'Storage WACOG “SeeNote 1
2,326 ;| Storage WACOG | Storage WACOG : See Note 1
75,740 ; Storage WACOG [ StorageWACOG  SeeNotei
111,976
35,000 | Mutually Agreed Price " Mutually Agreed Price “SeeNoted
35,000
348,962 )

Storage Tier volume delivered in-kind will be adjusted for applicable tariff ratchets. Al such additional volumes will be priced at a mutually agreed
marketprice. Nothing contained herein shall relieve Seller from its obligation to deliver Buyer’s Maximum Daily Quantity as stated in Section 2.2.

Note 2:

Contract volumes reflect peak day defiverability.

Note 3:

Baseload and Swing prices are computed based on the weighted average of released volumes at each of the given pricing locations.

‘e 4

aday nomination changes to Hubline volumes will be priced at a mutually agreed price between Buyer and Seller. Buyer will have the right to increase or decrease

“whe HubLine volumes, up to the Hubline capacity refeased to Seller.

Note 5:

A portion of the Domestic Guif Coast capacity will be designated for storage refill during the April - October period.

3/7/20061:44 PM
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-------- Original Message --------

Subject: RFP - revision due Monday 9/12

Date: Fri, 09 Sep 2005 13:42:41 -0500

From: Garza, Lisset <LGARZA@Coral-Energy.com>

To:  Joe Pradas (E-mail) <jpradas@keyspanenergy.com>

Joe,

Due to recent events in the gulf coast as a resuit of Hurricane Katrina,
Coral would like to inquiry if KeySpan would consider extending the
deadline an incremental day to Tuesday 9/13 to all its respondents.
Appreciate the consideration.

Lisset Garza

Shell Trading Gas & Power
909 Fannin St., Houston, TX 77010, USA

Tel: +713-767 5470 Fax: +713 265 5470
Email: lgarza@coral-energy.com
Internet: http://www.shell.com
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--—---- Original Message -—------

Subject: Mass. RFP - Amended RFP - Deadline Extension - Correction
Date: Fri, 09 Sep 2005 16:50:45 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: undisclosed-recipients:;

Resending,

With reference to the recently issued amended Mass. RFP, the deadline for
resubmitting the bid materials has been extended to Tuesday, September 13,
2005 at 5:00PM. All other terms and conditions shall remain the same.

Regards,
Joe
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———e- Original Message --------

Subject: Tenaska revised response to KeySpan RFP

Date: Mon, 12 Sep 2005 15:01:42 -0500

From: Dudley Sandra <SDudley@TMVGAS.COM>

To:  jpradas@keyspanenergy.com

CC: Hall John <JHall@TMVGAS.COM>, Metzler Mike_<MMetzler@ TMVGAS.COM>,
Howe Jon <JHowe@TMVGAS.COM>

Dear Mr. Pradas,

Pursuant to your request for a resubmitted bid for Portfolio Management
Services due to the modification of certain KeySpan upstream gas supply
contracts, attached are the following electronic versions of the documents
that were sent to you via overnight mail on Friday, September 9:

- Cover letter outlining revisions to bid.
- Revised page 6 of Tenaska Marketing Ventures (TMV) proposal document.
Please let me know if you have difficulty opening any of the documents.

The Tenaska team looks forward to working with you and the KeySpan New
England team on this Portfolio Management opportunity.

Sandra Dudley

Tenaska Marketing Ventures

11718 Nicholas Street

Omaha, Nebraska 68154

Phone: 402-758-6213

Fax: 402-758-6274

e-mail: sdudley@tmvgas.com <mailto:sdudley@tmvgas.com>
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———————- Original Message ------—

Subject: [Fwd: Refresh Proposal Mass RFP]
Date: Tue, 13 Sep 2005 16:41:18 -0400

From: Richard Kunz <rkunz@keyspanenergy.com>
Organization: KeySpan

To:  jpradas <jpradas@keyspanenergy.com>

-------- Original Message --------

Subject: Refresh Proposal Mass RFP

Date: Tue, 13 Sep 2005 14:26:15 -0500

From: "Garza, Lisset" <LGARZA@Coral-Energy.com>

To: "Joe Pradas (E-mail)" <jpradas@keyspanenergy.com>

CC: "Mark Leippert (E-mail)" <mleippert@keyspanenergy.com>, "Rich Kunz
(E-mail)" <rkunz@keyspanenergy.com>

Joe,

Shell Trading on behalf of Coral Energy Resources, L. P. (Coral) is
pleased to offer KeySpan Portfolio Management and Asset Optimization
proposal under the proposed terms and conditions attached hereto.

The attached proposals are not intended to be complete and all-inclusive

of the terms and conditions of the related transaction's). These

proposals are not an offer, a solicitation of an offer, or a commitment of
Coral or any affiliate of Coral. The transaction's) described herein are
subject to further review and approval of Coral's executive management and
execution of definitive agreements containing all appropriate provisions.

As the information contained herein is proprietary, please keep this

material confidential.

<> <>

I ccd Rich and Mark in the event you can not open.
Lisset Garza

Shell Trading Gas & Power
909 Fannin St., Houston, TX 77010, USA

Tel: +713-767 5470 Fax: +713 265 5470

00387



Email: Igarza@coral-energy.com
Internet: http://www.shell.com
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———- Original Message —--— -

Subject: RE: Mass. RFP - Amended RFP - Deadline Extension - Correction

Date: Tue, 13 Sep 2005 15:41:47 -0500 From: Brant, Jeffrey R.
<Jeff.Brant@conocophillips.com> To: Joseph Pradas
<jpradas@keyspanenergy.com> CC: Hussey, Will W
<Wiﬂ.W.Hussev@conocoohillips.com>, Jones, Teddy G.

<Ted.Jones@conocophillips.com>, Yang. Ling <Ling.Yang@conocophillips.com>,

ltkins, Jakovs <Jakovs.Itkins@conocophillips.com>, Walter, R. Neil
<R.N.Walter@conocophillips.com>, Taylor, Keith A.
<Keith.A‘Tavlor@conocoohiﬂios.com>, Holub, Karen E.
<Karen.Holub@conocophillips.com>, Horton, Stan
<Stan.Horton@conocophillips.com>, Johnson, Todd G
<Todd.G.Johnson@conocophillips.com>, McMurry, Eric J.

<Eric. McMurry@conocophillips.com>, Riordan, Tim F.
<Tim.F.Riordan@conocophillips.com>, Robert Tara

<Robert.A. Tara@conocophillips.com>

Joe,

As you requested, we evaluated your amended RFP, and taking the
changes into consideration, ConocoPhillips proposes the following as our
latest offer:

ConocoPhillips will guarantee a payment to KeySpan of $ for
each year of the agreement with no profit sharing mechanism

-OR-
ConocoPhillips will guarantee a payment to KeySpan of $ for
each year of the agreement '

And the next $ . of value generated will be shared KeySpan
ConocoPhillips Any value generated above - will be shared

KeySpan ConocoPhillips

The above stated proposal is based upon ConocoPhillips initial response
inclusive of any assumptions listed in the original proposal on 7/29/05.

If you have any questions or comments regarding our latest proposal
please do not hesitate to call me at 315-453-7353.

Regards,

- Jeff

00396



-—--Original Message-—-

From: Joseph Pradas [mailtozjpradas@keyspanenergy.com]

Sent: Friday, September 09, 2005 4:51 PM

Subject: Mass. RFP - Amended RFP - Deadline Extension - Correction

Resending,

With reference to the recently issued amended Mass. RFP, the deadline for
resubmitting the bid materials has been extended to Tuesday, September 13,
2005 at 5:00PM. All other terms and conditions shall remain the same.

Regards,
Joe
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—----— Original Message --------

Subject: MLCI bid Response to the KeySpan RFP
Date: Tue, 13 Sep 2005 16:47:01 -0400

From: Beggins, Chris (MLCI) <chris_beggins@ml.com>
To:  jpradas@keyspanenergy.com

Dear Joe,

The changes proposed by KeySpan to the supply stack do not affect MLCI's
current bid responses to the KeySpan RFP.

Thank you,

Chris Beggins

If you are not an intended recipient of this e-mail, please notify the
sender, delete it and do not read, act upon, print, disclose, copy, retain
or redistribute it. Click here <http://www.ml.com/email_terms/>for
important additional terms relating to this e-mail.
http://www.ml.com/email_terms/
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Original Message --—-—-
Subject: Re: Mass. RFP - Amended RFP - Deadline Extension - Correction
Date: Tue, 13 Sep 2005 16:50:11 -0400 From: Joseph Pradas

<jpradas@keyspanenergy.com> Organization: KeySpan To: Brant, Jeffrey R.

<Jeff. Brant@conocophillips.com> CC: Hussey, Will W
<Will. W.Hussey@conocophillips.com>, Jones. Teddy G.
<Ted.Jones@conocophillips.com>, Yang, Ling <Ling.Yang@conocophillips.com>,
ltkins, Jakovs <Jakovs.ltkins@conocophillips.com>, Walter, R. Neil
<R.N.Walter@conocophillips.com>, Taylor, Keith A.

<Keith.A. Taylor@conocophillips.com>, Holub, Karen E.
<Karen.Holub@conocophillips.com>, Horton, Stan
<Stan.Horton@conocophillips.com>, Johnson, Todd G
<Todd.G.Johnson@conocophillips.com>, McMurry, Eric J.

<Eric. McMurry@conocophillips.com>. Riordan. Tim F.
<Tim.F.Riordan@conocophillips.com>, Robert Tara

<Robert.A. Tara@conocophillips.com> References:

<6D4CD3ED785B3F48900DEF21 CF36B8E6042E36FB@HOEXMB3.conoco.net>

Thank you for your response. | will contact you when | have further
information to share with you.

Regards,
Joe

Brant, Jeffrey R. wrote:

>Joe,
> As you requested, we evaluated your amended RFP, and taking the
>changes into consideration, ConocoPhillips proposes the following as our

>latest offer:

>
>ConocoPhillips will guarantee a payment to KeySpan of $ for each
>year of the agreement with no profit sharing mechanism

>

>-OR-

>

>ConocoPhillips will guarantee a payment to KeySpan of § -for each
>year of the agreement And the next § _ of value generated will be
>sharea KeySpan ConocoPhillips Any value generated above

> will be shared KeySpan ConocoPhillips

>

00399



>The above stated proposal is based upon ConocoPhillips initial response
>inclusive of any assumptions listed in the original proposal on 7/29/05.
>

>If you have any questions or comments regarding our latest proposal
>please do not hesitate to call me at 315-453-7353.

>

>Regards,

>

>Jeff

>

>

>--—Original Message--—-

>From: Joseph Pradas [mailto:jpradas@keyspanenergy.com]

>Sent: Friday, September 09, 2005 4:51 PM

>Subject: Mass. RFP - Amended RFP - Deadline Extension - Correction
>

>

>Resending,

>

>With reference to the recently issued amended Mass. RFP, the deadline for

>resubmitting the bid materials has been extended to Tuesday, September
>13, 2005 at 5:00PM. All other terms and conditions shall remain the same.
>

>Regards,

>Joe

>

>
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------ Original Message -----—-

Subject: Re: Refresh Proposal Mass RFP

Date: Tue, 13 Sep 2005 16:50:53 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan
To:  Garza, Lisset <LGARZA@Coral-Energy.com>
References:

<211E0912B6A83B4D958752D9F5ECHEFIC0448007D@crlexmb04p.nrg.coral-
gnergy.com>

Thank you for your response. | will contact you when | have further
information to share with you.

Regards,
Joe

Garza, Lisset wrote:

>Joe,

>

>Shell Trading on behalf of Coral Energy Resources, L. P. (Coral) is
>pleased to offer KeySpan Portfolio Management and Asset Optimization
>proposal under the proposed terms and conditions attached hereto.

>

>The attached proposals are not intended to be complete and all-inclusive
>of the terms and conditions of the related transaction's). These
>proposals are not an offer, a solicitation of an offer, or a commitment
>of Coral or any affiliate of Coral. The transaction's) described herein
>are subject to further review and approval of Coral's executive
>management and execution of definitive agreements containing all
>appropriate provisions. As the information contained herein is
>proprietary, please keep this material confidential.

>

>

>

>

>| ced Rich and Mark in the event you can not open.

>

>Lisset Garza
>

>Shell Trading Gas & Power
00401



>909 Fannin St., Houston, TX 77010, USA

>

>Tel: +713-767 5470 Fax: +713 265 5470
>Email: Igarza@coral-energy.com

>Internet: http://www.shell.com
>

>
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-—--——- Original Message --------

Subject: Re: MLCI bid Response to the KeySpan RFP
Date: Tue, 13 Sep 2005 16:51:22 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan
To: Beggins, Chris (MLCI) <chris_beggins@ml.com>
References:

<4A3416711F19FC47ACI97670BD063BA5108F 1680E@minyb701mb.amrs.win.ml.com
>

Thank you for your response. | will contact you when | have further
information to share with you.

Regards,
Joe

Beggins, Chris (MLCI) wrote:

> Dear Joe,

>

> The changes proposed by KeySpan to the supply stack do not affect
> MLCI’s current bid responses to the KeySpan RFP.

>

> Thank you,

>

> Chris Beggins
>
>
> If you are not an intended recipient of this e-mail, please notify the

> sender, delete it and do not read, act upon, print, disclose, copy,

> retain or redistribute it. Click here

> <http://www.ml.com/email_terms/>for important additional terms relating
> to this e-mail. http://www.ml.com/email_terms/

>
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--—-— Original Message ----—--

Subject: Mass RFP - Amended Bids/Responses

Date: Wed, 14 Sep 2005 16:01:43 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Richard A Rapp Jr <rrapp@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com>, Jennifer B Feinstein
<jfeinstein@keyspanenergy.com>, Elizabeth Danehy Arangio
<earangio@keyspanenergy.com>, Mark J Leippert
<mleippert@keyspanenergy.com>. TERRENCE KAIN <tkain@keyspanenerqy.com>,

John V Vaughn <jvaughn@keyspanenergy.com>, RONALD LUKAS
<rlukas@keyspanenergy.com>, Scott D Vonderheide
<svonderheide@keyspanenergy.com> CC:  Andrew Rea
<Andrew.Rea@paconsulting.com>, Jan Koziara <Jan.Koziara@paconsuiting.com>

Amended bids/responses were received yesterday from the four bidders who
had previously bid on the Mass RFP. The bids, from a pricing perspective,
changed little from round one, with the exception of ConocoPhillips'
new/additional proposal. Following is a brief recap of the bids:

- Tenaska: lowered its net margin guarantee from § -

ConocoPhillips: lowered its guarantee from § a second
proposal was submitted, with a $ guarantee, sharing at

) _ o “up to: ~and from that point on;
- Coral: increase its guarantee from$ ~ to$ - Merrill: no
change from previous bids, $8.0 mil with sharing at . “and $-

with no sharing.

Joe
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—-—- Original Message -—---—-

Subject: [Fwd: Mass RFP - Amended Bids/Responses]

Date: Thu, 15 Sep 2005 09:26:00 -0400

From: Richard Rapp <rrapp@keyspanenergy.com>

Organization: KeySpan

To:  jpradas@keyspanenergy.com, TERRENCE KAIN <tkain@keyspanenergy.com>,
Steve McCauley <smccauley@keyspanenergy.com>, Andrew Rea
<Andrew.Rea@paconsuiting.com>, "Mark J. Leippert"
<mleippert@keyspanenergy.com>

From reading Joe's summary, | conclude that the bid modifications were of
no consequence. Tenaska responded as expected. While Coral's response is
counter-intuitive, it still falls short. ConocoPhillips new proposal will

not be considered as they disregarded the instructions. Merrill's
non-modification and the attempts by Coral and ConocoPhilips to sweeten
their bids demonstrates that the portfolio has greater value than we may

have thought, particularly in this period of high market volatility.

Hence, our task is to firm up our numbers and confirm that it is

financially beneficial to in-source the portfolio, demonstrate that we can
manage the mark-to-market volatility within acceptable limits, and build a
foundation for greater success in the out years. We need to do that
quickly. Terry committed to the RMC that he would complete his analysis
by the beginning of next week. We should all proceed on that timeline.

Joe - set up a_meeting for Wednesday the 21st to discuss the results and
prepare for our final presentation on 10/3.

-------- Original Message --------

Subject: Mass RFP - Amended Bids/Responses

Date: Wed, 14 Sep 2005 16:01:43 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: Richard A Rapp Jr <rrapp@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com>, Jennifer B Feinstein
<jfeinstein@keyspanenergy.com>, Elizabeth Danehy Arangio
<earangio@keyspanenergy.com>, Mark J Leippert
<mleippert@keyspanenergy.com>, TERRENCE KAIN <tkain@keyspanenergy.com>,
John V Vaughn <jvaughn@keyspanenergy.com>, RONALD LUKAS
<rlukas@keyspanenergy.com>, Scott D Vonderheide

. <svonderheide@keyspanenergy.com> CC: Andrew Rea

<Andrew.Rea@paconsulting.com>, Jan Koziara <Jan.Koziara@paconsulting.com>
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Amended bids/responses were received yesterday from the four bidders who
had previously bid on the Mass RFP. The bids, from a pricing perspective,
changed little from round one, with the exception of ConocoPhillips'
new/additional proposal. Following is a brief recap of the bids:

- Tenaska: lowered its net margin guara‘ntee from §

ConocoPhillips: lowered its guarantee from § a second
proposal was submitted, with a § guarantee, sharing at

(KSE)/"  .(ConocoPhillips) up to and. . from that point on;
- Coral: increase its guarantee from , - Merrill: no
change from previous bids, with sharing at and .

with no sharing.

Joe
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-—---—-- Original Message --------

Subject: Mass. Gas Portfolio - Credit Status of Shortlisted Bidders

Date: Mon, 05 Dec 2005 17:35:21 -0500

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:_ James G Holodak Jr <jholodak@keyspanenergy.com>, CECIL BROOKS
<cbrooks@keyspanenergy.com>

CC: Richard Rapp <rrapp@keyspanenergy.com>, Scott D Vonderheide

<svonderheide@keyspanenergy.com>

Jim/Cecil,

With some time having passed since we last looked at the credit status of
the bidders re: management of the Mass. gas portfolio, | think that it
would be worthwhile for us to revisit their credit status, particularly in

the context of what has happened in the energy sector over the last few
months..

With Merrill Lynch and ConocoPhillips being the two bidders which we've
shortlisted, they would be the only ones that we would want to follow-up,
on at this time. If at all possible | would need the info by the end of

this week. Please advise.

Thanks.

Joe
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----—-- Original Message --------

Subject: KeySpan's Mass. RFP Process - Bid Responses
Date: Thu, 02 Feb 2006 09:44:01 -0500

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

CC: Richard A Rapp Jr <rrapp@keyspanenergy.com>

Dear Bidder,

KeySpan would like to thank you for your bid submittals in response to
KeySpan’s Request for Proposal (“RFP”) to provide management services for
its Massachusetts gas portfolio, dated June 17, 2005, and the subsequently
amended RFP, dated September 7, 2005.

KeySpan completed its careful and thorough evaluation of all of the
proposals received from the various bidders. Based on our analysis of the
bids, we elected to proceed to contract with one of the other bidders.

On January 26, 2006, KeySpan successfully completed its negotiations with
the selected bidder and has executed a contract with said party.

We appreciate the time and effort that you and your organization
dedicated to responding to our requests, including the several Q&A
sessions. Thank you for your participation in the RFP process and we look
forward to exploring other business opportunities with you sometime in the
future.

Regards,

Joe Pradas
Director Strategic Execution and Compliance
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Cheryl M. Kimball

Below is an e-mail pursuant to AG's Request.

-----—- Original Message --------

Subject: Letter to Bidders Not Shortlisted

Date: Tue, 25 Oct 2005 17:02:33 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

To: Richard A Rapp Jr <rrapp@keyspaneneray.com>

Rich,

Attached is a draft letter to the bidders who were not shortlisted -
Tenaska & Coral.

My plan would be to call them first and follow-up with a letter.

Joe
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, 2005

Dear Bidder,

Boston Gas Company, Colonial Gas Company, and Essex Gas Company, each d/b/a KeySpan
Energy Delivery New England by their agent KeySpan Corporate Services LLC (“KeySpan”) thank you
for your bid submittals in response to KeySpan’s June 17, 2005 Request for Proposal to provide gas
portfolio management services to KeySpan (“RFP”) and subsequent amended RFP, dated September 7,
2005.

KeySpan has carefully evaluated each of the proposals received in response to the RFP as revised,
and based upon that evaluation, KeySpan has determined that it will not award your firm a contract to
provide such services.

We appreciate the time and effort which you dedicated to responding to our requests and we wish
to thank you for your participation in the RFP process.

Regards,

Joseph G. Pradas
Director Strategic Execution and Compliance
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Cheryl M. Kimball

This is the "real" e-mail # 37. | inadvertantly sent # 25 twice, once as
#25 and then a second time as #37. Sorry for the confusion.

Once again this is the real #37. #25 had to do with the status of the RFP
process.

Joe

———————— Original Message --------

Subject: [Fwd: Mass. RFP - Questions & Responses - July 8, 2005]
Date: Fri, 03 Mar 2006 11:52:11 -0500

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To: Mass. AG <Mass. AG>

———————— Original Message --------

Subject: Mass. RFP - Questions & Responses - July 8, 2005
Date: Fri, 08 Jul 2005 15:01:37 -0400

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

The RFP for Management Services for KeySpan's Massachusetts Gas
Portfolio, dated June 17, 2005, provides for all questions submitted by

potential bidders, as well as KeySpan's responses to said questions, to be
shared with all potential bidders who have executed both a Confidentiality

Agreement and a Notice of Intent to Respond Form.

Attached is the second set of questions and responses, dated July 8, 2005.

Regards,
Joe
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Massachusetts RFP for Portfolio Management Services
Bidders Questions & Responses

Response to Proposal Clarification Questions (7/08/05)

1. Is the Buyer expecting the Seller to sign a Parental Guarantee? Or is this a
negotiated item depending on the company?

Response:
Section 3.4.5 of the Agreement states that “From and after the Effective date, Seller

shall cause its parent, if any, to execute and maintain in effect throughout the Term of
this Agreement a valid and binding guaranty of Seller’s obligation under this
Agreement...”

If the Seller is rated at least investment grade by Standard & Poor’s (“S&P”) and
Moody’s Investors Service (“Moody’s”)*, and if the Buyer deems the Seller
creditworthy based on, but not limited to, an evaluation of the Seller’s results of
operations, financial position, and liquidity, then a guarantee may not be required, at
the Buyer’s sole discretion.

However, if the Seller is an unrated subsidiary or division of a parent that is rated at
least investment grade by S&P and Moody’s*, and if an evaluation of the parent
utilizing the methodology mentioned above indicates that it is creditworthy, then the
parent must provide to the Buyer a guarantee for all obligations of the Seller to the
Buyer.

Bidders may suggest alternative forms of security for KeySpan’s consideration but
unless such alternative is specifically accepted then KeySpan will expect a parental
guarantee, as outlined above.

*In the case of a split rating by S&P and Moody s, the Buyer will use the lower rating.

2. Under the Price Section, the Demand Charges “Reasonably Incurred” by the Portfolio
Manager will be reimbursed - under what circumstances would the Buyer refuse to
reimburse the Seller for Demand Charges incurred on the Buyer’s assets
released to the Seller?

Response:
The Buyer will reimburse Seller for all demand charges associated with the Buyer’s

contracts released to the Seller as referenced in RFP Exhibit D-1. The Buyer will not
reimburse Seller for any demand charges for resources contracted for by the Seller
outside of these resources, subject to Sect. 4.3.3 of the Agreement related to
Discounted Contracts.
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3. Is there any difference between Winter and Summer Price Tiers?

Response:
As indicated in Footnote #5 of RFP Exhibit E, “A portion of the Domestic Gulf Coast

capacity will be designated for storage refill during the April — October period.”

4. Is the Seller responsible for releasing capacity to marketers under KeySpan’s
Unbundling Program?

Response:
No. All transactions required by the KeySpan Gas Unbundling Program will be the

responsibility of KeySpan.

5. Will the Buyer release capacity to the Seller each month for all pipeline storage and
transportation contracts or only those contracts included in KeySpan’s Unbundling
Program?

Response:
Sect. 5.1 of the Agreement states that “Each month, Buyer shall release, assign or

otherwise provide agency rights to the specified transportation and underground
storage contracts and related quantities as listed in Appendix 1 of the Agreement, with
the exception of the Company Managed Assets. Such contracts are subject to
recall....and will be adjusted each Month in accordance with Buyer’s Unbundling
Program requirements.”

6. Does the list of contracts included with this RFP include or exclude capacity released
under KeySpan’s Unbundling Program? If included please provide the currently
released volumes for each contract and potential range of releases for each contract.

Response:

The MDQs of the contracts listed in RFP Exhibit E and Appendix 1 of the RFP package
are the contractual MDQs prior to release under KeySpan’s Unbundling

Program. Please refer to Response #18 of this document for the July 2005 released
capacity. Said figure divided by the Company’s MDQ would represent the percent of
all resources released to marketers. The potential range of releases is 0%-100%.

7. Please identify all transportation contracts with discounted rates and provide the
appropriate demand, commodity and fuel charges for these contracts.

Response:
These contracts are identified on the seventh, eighth, tenth, eleventh, twelfth and

thirteenth pages of RFP Exhibit D-2. In addition, please see attached revised
RFP Exhibit D-2 TGP-MDQ and Spec. Rate schedules (Note: Revisions, dated 7/8/05,
apply to shaded areas of schedules).
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8. Many transportation contracts have expiration dates that occur during the proposed
term of the RFP. For these contracts please identify if they will be renewed, at what
quantity level they will be renewed & if not renewed how will supply be sourced or
what asset will be used to replace the expired contract?

Response:
For any existing contract whose expiration date occurs within the term of the

Agreement, the Company will evaluate the options of renewing said contract or
replacing it with one of similar MDQ and pricing terms.

9. Many of the company managed supplies expire during the proposed term of the RFP.
Will the successful Bidder be required to replace these supplies as they expire? If so,
on what terms?

Response:
For any existing contract whose expiration date occurs within the term of the

Agreement, the Company anticipates submitting an RFP and the Seller will have the
opportunity to bid on the replacement supply.

10. Can the Buyer provide a reasonable estimate of Baseload volumes, by month, for the
proposed term of the transaction?

Response: )
The Company lists below its estimated baseload elections made for the upcoming

winter, as a guideline.

Boston/Essex/Colonial
Estimated Baseload Election

Volume per Day (MMBtu) November December January February March

Boston 3,000 23,000 50,000 40,000 11,000
TGP Colonial 3,000 17,000 28,000 18,000 11,000

Essex 2,000 15000 15,000 15,000

Boston 55,000 95,000 125,000 105,000 80,000
Coloni

3

RN

Grand Total 83,000 170,000 243,000 198,000 125,000
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11.

12.

13.

14.

15.

Sec. 5.1 (¢) please further define ... “Seller expressly acknowledges that any recall of
underground storage contracts shall result in the conveyance of title to the Paper
Storage Balance to Buyer.”

Response:
The Buyer requires that when a recall of storage capacity is effected title to a

corresponding quantity of commodity natural gas will also be returned to the
Buyer.

Sec. 5.2.2 what are the limits of the OBAs on TGP and AGT?

Response:
The Company’s Operational Balancing Agreements with Tennessee and Algonquin

allow the Company the flexibility to balance gas deliveries across all KeySpan
Massachusetts gate stations on each given pipeline. However, pursuant to Sect. 5.2.2
of the Agreement, KeySpan, not the Seller, will be responsible for managing the
OBA.

Would KeySpan provide samples of the monthly and daily reports desired,
particularly the “Daily Allocation” report?

Response:
KeySpan does not intend to provide samples of reports. Bidders are expected to

provide the Buyer with the format and content of monthly and daily reports that they
are willing and able to offer. Said reports shall, however, include detailed
information regarding all transactions relating to the Assets. See Section 10.2 of the
Agreement.

Does Buyer have any discounted transport that would revert to maximum rates when
moved out of path? If so, please provide relevant details.

Response:
Please refer to Response #7 of this document. It should be noted, however, that all

discounted transportation contracts would revert to maximum rate if moved out of the
path.

Are there any receipt/delivery point restrictions on any of the transportation
contracts? If so, please provide relevant details.

Response:
Each individual contract has both primary receipt and delivery points assigned to the

contract. The Company is not prepared at this time to provide a detailed listing of all
receipt and delivery points.
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16.

17.

18.

Does Buyer have any off-system obligations or obligations beyond its load?

Response:
The Company has a small interruptible sales load for which it purchases gas in the

off-peak season. While the Seller may be solicited for the additional volume, it is not
a firm obligation to the Seller.

Please describe any operational balancing agreements Buyer has in place.

Response:
Please refer to Response #12 of this document.

When will Buyer notify Portfolio Manager of the monthly capacity recalls and
reassignments under the unbundling program? How much has Buyer's MDQ under
the Portfolio Management Arrangement changed on a monthly basis over the past two
years as a result of Buyer's gas unbundling program?

Response:
Under the Agreement, the Company provides monthly capacity volumes to the Seller

no later than 5 business days prior to the 1st of each month. Of the total MDQ listed
in RFP Exhibit E, below is a table with 21 months of history of capacity released
under the Company’s Unbundling Program.

Released
Capacity

Month (Dth/day)

Nov-03 67,800
Dec-03 70,700
Jan-04 76,300
Feb-04 78,900
Mar-04 79,100
Apr-04 80,500
May-04 79,200
Jun-04 78,800
Jul-04 77,800
Aug-04 78,100
Sep-04 77,900
Oct-04 77,800
Nov-04 78,400
Dec-04 79,900
Jan-05 82,500
Feb-05 84,700
Mar-05 85,600
Apr-05 86,000
May-05 86,000
Jun-05 85,800
Jul-05 85,900
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19.

20.

21.

22.

23.

How important is the option for KeySpan to extend the term of the arrangement for
up to two additional one-year periods? Under what conditions would KeySpan
extend the term of the arrangement?

Response:
As stated in Sect. 6.1 of the Agreement, “the Parties acknowledge that Buyer may

extend the Initial term by up to two additional one-year periods. . ...upon substantially
the same terms and conditions as applicable to the Initial Term. Buyer shall notify
Seller on or before January 1, 2008 whether it exercises its option to extend the Term
up to and including March 31, 2009. Buyer shall notify Seller on or before January 1,
2009 whether it exercises its option to extend the Term up to and including March 31,
2010.”

Will the Portfolio Manager be allowed to optimize around Baseload (monthly)
supply purchased by Buyer?

Response:
The Seller should be prepared on any given day to deliver up to the Buyer’s MDQ as

referenced in RFP Exhibit E. The Company expects that the Seller will perform such
functions as portfolio optimization on behalf of the Buyer and/or Seller.

Will “Company Managed Assets” be available for Portfolio Manager to optimize?

Response:
Under the Agreement, there is no provision for releasing “Company Managed Assets”

to the Seller; however, from time to time, the Company may offer such assets to the
Seller for optimization at the Company’s discretion.

Will Buyer partition the deal by utility (i.e. Colonial Gas only)?

Response:
No partitioning is being considered.

The Boston Gas schematic infers that the load is interchangeable between Tennessee
and Algonquin. What percentage is interchangeable? Are there any limitations?
Will the Portfolio Manager be allowed to decide whether to use Tennessee or
Algonquin to serve a given portion of the load?

Response:
The Company will nominate its daily requirements by pipeline and no

interchangeability should be inferred by the Bidder.
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24.

25.

26.

27.

For the Canadian Baseload Tier of gas supply and transport, it appears that Buyer has
long term gas supply contracts to satisfy this tier of gas, and that Buyer will continue
to manage the transportation necessary for this gas supply. What role, if any, does
Buyer envision for Seller with respect to this portion of supply and transportation?

Response:
As indicated in Sect. 1.8 of the Agreement, “Buyer is responsible for nominating and

scheduling those volumes reflected in Appendix | and identified as Company
managed assets. However, Buyer may choose to request that Seller nominate and
schedule these volumes, by giving notice to seller five days prior to the first of a
month.” With regard to these supplies, please refer to Responses #9 and #210of this
document.

What volume (in Bcf) of fixed price transactions does Buyer typically trigger with its
Portfolio Manager during a given contract year?

Response:
Historically, the Company has not opted for any fixed price transactions under its

current or previous asset management arrangements. Under Section 4.1.2 of the
Agreement, the Company wishes to reserve this right.

What quantity of gas supply does Buyer typically purchase from its Portfolio
Manager during any given contract year?

Response:
As a normalized average, the Company anticipates purchasing approximately 70

percent of its annual supply requirements under the Agreement.

For the summer underground storage refill, does Buyer assume gas is injected ratably
during the April through October period? Does Buyer retain any rights under the
Portfolio Management Arrangement to vary the injection quantities by month during
the summer?

Response:
Under the Agreement, the storage WACOG is computed based on a ratable injection

over the April through October period. Please refer to the definition of “Summer
Index” in Section 1.35 of the Agreement . The Company intends to notify the Seller,
prior to March 31% of a contract year, its refill pricing plan. The Company makes no
assumptions on the actual rate of refill of physical gas._It should be noted, however,
that strict adherence to Sect. 4.6 of the Agreement - Peak Period Storage Inventory
Levels, is required. Careful consideration needs to be given to storage field and
injection rate protocols (see Sect. 5.1 of the Agreement).]
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28. Since the Summer Index is computed at the end of the summer injection period, how
does Buyer intend to pay for gas injected into storage during the summer? Will
Buyer pay Seller for gas injected into storage at the end of the summer, or will Buyer
pay Seller for gas injected into storage on a ratable basis during each month of the
summer?

Response: ,
Payments will be made by the Buyer as per Sect. 4.1.1 of the Agreement. This

Section states that “Volumes up to the underground storage refill volumes described
in Section 4.4 shall be priced equal to the Storage WACOG plus applicable Variable
Charges plus carry costs equal to LIBOR plus 5 basis points for the period such gas
was carried in storage.” The Company will pay for storage supply at the time of
withdrawal.

In addition, as stated in Sect. 5.1.1 of the Agreement, “at the end of the Term of this
Agreement, if Seller’s Ending Actual Underground Storage Balance is greater than
Buyer’s Paper Storage Balance, Buyer will pay Seller for the difference at the simple
average of the April through October period following such expiration or termination
first-of-the-month receipt point indices for the pipelines (Tennessee and Texas
Eastern) used to inject supply into Buyer’s storage contracts, plus all applicable
variable charges.”

29. The magnitude of the "Initial Underground Actual Storage Balance" that will exist on
April 1, 2006 could have a material impact on the value of the Portfolio Management
arrangement. What factors will influence this amount? Are there any existing
contractual requirements that will influence this amount?

Response:
The amount of gas remaining in storage on April 1, 2006 is an unknown and will

depend on many factors including weather and the opportunities embedded in
KeySpan’s current Portfolio Management Agreement.

30. Under what type of circumstances would Buyer revise its asset listing?

Response:
The Company retains the right to add assets to its portfolio to address the needs of its

customers, as well as performing renewal/replacement decisions at the time of
expiration of contracts within its portfolio during the term of the Agreement. Please
refer to Response # 8 of this document.
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31.

32.

33.

34.

3s.

What method will be used to adjust transportation fees as capacity is added/deleted?

Response:
Please refer to Section 4.3.1 of the Agreement. If changes are made to the portfolio

of resources assigned to the Seller, the Company will adjust transportation fees
accordingly.

If a portion of the value in Seller's bid is derived from a pricing relationship using
NYMEX or Basis Hedges, is it acceptable to have Seller's firm offer be subject to
adjustment based on changes in market conditions for such NYMEX and Basis
Hedges?

Response:
Section I1.B.3 of the RFP states that the bids must be firm, with the price quote and

other terms firm until November 1, 2005. It is up to the bidder to assess the risk of
having their bid disqualified as a result of submitting a non-conforming bid.

Will Buyer accept a bid for the management of its assets without requiring the
Portfolio Manger to sell it supply?

Response:
The RFP anticipates that the successful bidder will both manage the assets and

provide the supply required to meet the Company’s firm sendout requirements
associated with such assets. It is up to the bidder to assess the risk of
having their bid disqualified as a result of submitting a non-conforming bid.

Please verify that all capacities provided in the exhibits are net capacity positions (i.e.

total capacity less that dedicated for unbundled customers).

Response:
Please refer to Response # 6 of this document.

In Section V. of the RFP under “Gas Supply Obligations” it reads that, “upon hitting
a storage ratchet based on Buyer’s Paper Storage Balance, Seller shall remain
obligated to sell and deliver up to Buyer’s MDQ...” Please clarify what this means.

Response:
Upon hitting a storage ratchet, the Company is not obligated to purchase the

difference in volume between the storage MDQ before and after ratchet; however, the
Seller should stand ready to provide these volumes if nominated by the Company at a
mutually-agreed upon price.
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36. Please provide historical load data by gate. Also please specify (by gate) the amount
served by third parties.

Response:
The Company has already provided detailed prospective data (RFP Exhibit F). The

Company is not_prepared at this time to provide the detailed historical data requested.

37. Please outline any tax obligations.

Response:
As per Sect. 7.3 of the Agreement, “Buyer shall reimburse seller for any taxes,

including ad valorem taxes, fees or charges, other than income tax, which are levied
by a governmental or regulatory body on the Gas sold under this Agreement.”

38. How large and how dynamic is the unbundling program? Does it change the MDQ
AMA has each month? Is their different volumes released each month.

Response:
Please refer to Response #18 of this document.

39. Unbundling program: Any history of the market share?

Response:
Please refer to Response #18 of this document.

40. Unbundling program: Are assets released to marketers across the board pro rata or is
there a subset of assets that get assigned?

Response:
The assets released to marketers under the Company’s Unbundling Program are

released on a pro rata slice-of-system basis determined by the pipeline serving a
given marketer’s given customer.

41. Explain how the unbundling program can affect the MDQ daily?

Response:
The Company’s Unbundling Program releases capacity to marketers monthly. The

releases are adjusted monthly (please refer to Response #18 of this document). Within
a given month, capacity available to the Seller will not change.

42. How are the MDQs submitted?

Response:
Please refer to Response #18 of this document. The MDQs available to the Seller are

verified via the pipeline electronic bulletin boards and reconciled with Company
personnel prior to the first of the month.
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43.

44.

45.

46.

47.

Is the MDQ in Nov adjusted in the month to match the change in Transportation
rights?

Response:
The MDQ in the month of November is reflected in RFP Exhibit E.

Does that make two tier prices for November for the Domestic Baseload/Swing Tier?
(see Qt. #43)?

Response:
Please refer to Responses #43 and #10 of this document. In the month of November,

The Company will have nominated some amount of domestic long haul as base load
Supply pricing tier; the remainder of its domestic long haul capacity which the Buyer
Nominates, will then be priced as swing pricing tier.

Are the MDQ requirements only to the city gate or does Buyer have the right to
request MDQ deliveries to other locations?

Response:
The MDQ requirements are only to the citygate

Is Seller allowed to deliver behind the city gate? To end users or to other
marketers/shippers?

Response:
In accordance with Item 18 of RFP Exhibit B, to the extent that a bidder sells or

manages gas or electric commodity or services, or intends to sell or manage gas or
electric commodity or services behind the Company’s city gate, the Company expects
that bidder to disclose such information which will then be specifically evaluated
based on the criteria set forth in RFP Exhibit G.

Will buyer consider paying for all summer storage injections in the summer as
opposed to in the winter and paying interest?

Response:
It is up to the bidders to assess the risk of having their bid disqualified as a result of

submitting a non-conforming bid.
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48. Is the summer index strictly a ratable Apr-Oct plan per each pipe/storage facility or
weighted average over all facilities? Ifit is a ratable plan, is this somehow adjusted
for No-notice activity (either w/ds or injections)?

Response:
The Company assumes that the pricing for refill of each storage field will be on a

ratable basis, based on the zone entitlements of the specific pipeline filling each field.
No-notice activity during either the injection or withdrawal period should be covered
under the appropriate rate schedules paid by the Company.

49. Does title to storage gas transfer when put into ground or delivered to citygate? Please
clarify “delivery points” definition.

Response:
It 1s expected that Title to the Initial Underground Storage Balance transfers to Seller

on the effective date of the agreement (Sect. 5.12 of the Agreement). Thereafter,
subject to any recall or termination provisions of the Agreement that may require
otherwise, title to storage gas transfers to Buyer when delivered to the Delivery
Point(s). (Sect. 7.1 of the Agreement). The definition of Delivery Points can be
found at Sect. 1.7 of the Agreement and are as shown on Appendix 1 of the
Agreement.

50. Can you clarify Ending storage balance being priced at the average over subsequent
Apr-Oct pricing rather than market price?

Response:
Per Sect. 5.1.1, “if Seller’s Ending Actual Underground Storage Balance is greater

than Buyer’s Paper Storage Balance, Buyer will pay Seller for the difference at the
simple average of the April through October period following such expiration or
termination...” This storage pricing provision is intended to replicate the pricing
upon which the Portfolio Manager will be making its decisions on whether to make
sales out of storage, i.e., such decisions will be based upon the replacement cost of
storage.

51. Which TETCO and TENN long haul assets are assigned to the underground storage
refill?

Response:
In RFP Exhibit E, a portion of each pipeline’s Domestic Baseload/Swing Tiers will be

assigned to storage refill on a pro rata basis.

52. Is the Nov1 logical fill target 95% or 100%

Response:
Per Sect. 4.6 of the Agreement, “Seller will refill Buyer’s storage capacity to a

minimum of 95% full prior to November 1% of each contract year during the term.”
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53.

54.

55.

56.

57.

58.

59.

FSS-1 shows 6154 MDWQ for all 4 inventory levels. Is there only one (or no)
ratchet?

Response:
There is only the one MDWQ value for the FSS-1 service.

Is Seller not exposed to any No-Notice storage costs or allocations?

Response:
Please refer to Response # 48 of this document.Variable charges associated with

portfolio optimization would be the responsibility of the Seller. The company
expects to pay in accordance with the variable charges listed in RFP Exhibit E.

How are No-notice injections/withdrawals handled?

Response:
No-notice injections/withdrawals are handled in accordance with the appropriate

pipeline nomination deadlines.

Will all contracts be released or assigned on a monthly basis due to fluctuating
contract MDQ’s?

Response:
Please refer Response #18 of this document.

How much fixed price triggering has Keyspan historically done? Is there any hedging
program?

Response:
KeySpan has had a portfolio hedging program in effect for its three Massachusetts

LDCs since November 2003 to address price volatility for their customers. In
addition, please refer to Response #25 of this document.

Does Keyspan have the right to make third party sales at any time?

Response:
Buyer reserves the right to make third party sales with Company Managed Assets

Will KeySpan consider making the option to extend the term past the initial 2 years a
mutually agreeable option between Buyer and Seller?

Response:
It is up to the bidder to assess the risk of having their bid disqualified as a result of

submitting a non-conforming bid.
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60.

6l.

62.

63.

64.

If an intra-day change by Buyer requires Seller to increase or decrease its baseload or
swing deliveries, will Buyer keep Seller whole if Seller is required to purchase
additional intra-day gas or sell-off intra-day gas?

Response:
As per Sect. 4.1.1 of the Agreement, there is a keep whole provision for baseload

deliveries. There is no keep whole provision for swing deliveries.

Can you provide your historical load and temperature data so that we can do our
own estimate?

Response:
The Company has already provided detailed prospective data. The Company is not

prepared at this time to provide the detailed historical data requested.

Is there interruptible load history separate from the total load history provided? Is the
load history the total send out (including both firm and interruptible customers)?

Response:
The Company is not prepared at this time to supply interruptible load history. Please

refer to Response #16 of this document. The load forecast provided in RFP Exhibit F-
1 is for all firm customers using utility capacity (both sales customers and those
associated with the Company’s Unbundling Program); it does not include
interruptible sales or transportation.

How should we treat Tennessee ConneXion project in the supply stack?

Response:
As currently envisioned, the additional capacity from the Tennessee ConneXion

Project would be added to the Company’s Domestic Baseload/Swing Tier. It should
be noted, that the Buyer was recently awarded 12,700 MMBtw/day of additional
Tennessee ConneXion capacity, bringing the total MDQ to 112,700 MMBtu/day,
subject to regulatory approval. The anticipated service date is November 1, 2007.

Can you explain domestic baseload/swing pricing tier? Is it a WACOG of the prices
or do volumes fill up the pricing stack that the buyer will give us (i.e. least cost
dispatch)?

Response:
For either baseload or swing nominations made for the Domestic Baseload/Swing

Tier, the tier pricing will be based on the weighted-average of the components of the
tier.
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65. Peak Period Domestic Baseload Index/Peak Period Domestic Swing Index -
Can you provide us a historical schedule of Baseload and Swing Nominated volumes?

Response:
Please refer to Response #10 of this document for data for estimated baseload

volumes.

66. What is the citygate flexibility for supplier to deliver Tenn. vs. AGT? Is there a
history or forecast of that split out on the MDQ requirements and on top of that what
1s the physical flexibility? Is there a rule of thumb about this physical flexibility by
temperature or at least by month?

Response:
Please refer to Response #23 of this document.

67. Is there some portion of the storage injection or withdrawal rights that have to be left
open for balancing the system?

Response:
This would be at the Seller’s discretion. The Seller will remain obligated to deliver up

to the Buyer’s MDQ as listed in Exhibit E.

68. Third Party Transporter volume impact: Do third party transport deliveries to the city
gate effect either the MDQ or the physical flexibility to deliver on AGL vs. Tenn.?

Response:
If there are any effects, the Buyer’s MDQ nominations will account for them.

69. Which contracts are the discounted contracts? Can we see the spécial rates on those
contracts?

Response:
Please refer to Response #7 of this document.

70. Does an Asset Management Draft/Sample Agreement exist that KeySpan could
provide for legal review?

Response:
Please refer to RFP Exhibit # C.
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71.

72.

73.

74.

75.

Will a Precedent Agreement be signed between the KeySpan and the Seller,
while the final Asset Management Agreement is negotiated?

Response:
No. It is expected that a binding asset management agreement in form and substance

substantially similar to the Agreement (RFP Exhibit C) will be executed by the Buyer
and the successful bidder, subject to review and approval of the Massachusetts
Department of Telecommunications and Energy.

Upon assignment or release of transport/storage assets to winning bidder, shall all
agreements be subject to bulletin board bidding?

Response:
Please refer to Sect. 2.1 of the Agreement. Assets available for management by the

successful bidder fall into three broad categories: Capacity released to the asset
manager at max rate; Capacity for which the asset manager will be designated as the
agent of the Company; and, Company Managed supplies, at Buyer’s discretion. All
transactions will be accomplished in a manner consistent with FERC rules and
regulations. It is not expected that the transactions will be subject to posting.

Will KeySpan be providing “back up” credit assurances to the pipeline entities or will
Seller be required to provide all additional credit assurances if deemed
necessary by those said entities?

Response:
No. Bidders are expected to meet all applicable pipeline credit worthiness standards

necessary to perform the obligations required by the Agreement.

Are all upstream supply agreements assignable based on creditworthiness, and good
industry standing? In the event, an entity objects to assigning their agreement to
winning bidder, what will be the recourse?

Response:
In accordance with RFP Exhibit D-1, all upstream supply agreements fall into the

category of Company Supply agreements, and therefore, will not be assigned.

If a bidder requires Board and Senior Management approvals for entering into such a
term agreement, are there allowances for a firm bid to be subject to overall
Management review? Would that disallow the bid from consideration?

Response:
Section 11.B.3 of the RFP states that the bids must be firm, with the price quote and

other terms firm until November 1, 2005. It is up to the bidder to assess the risk of
having their bid disqualified as a result of submitting a non-conforming bid.
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76. With regard to contract extensions, what will be the notification period provided by
KeySpan to winning bidder? Will the extensions include pricing tier revisions? Shall
the extensions require additional contract language or will that be part of the initial
agreement - State, Federal, Others?

Response:
Please see Response #19 of this document.

77. Is the Asset Management Agreement subject to what regulatory reviews?

Response:
Please refer to Response #71 of this document. As described in Sect. 11.4 of the

Agreement, “Seller acknowledges that this Agreement is conditional upon the review
and approval of the DTE prior to becoming effective.” For additional requirements,
please see Sect.11 of the Agreement.

78. Is the Asset Management transaction subject to annual review by these same
governmental bodies?

Response:
The Company does not anticipate an annual review following the initial approval by

the Massachusetts Department of Telecommunications and Energy. However, the
Company cannot predict what review requirements may be imposed upon it by
regulators. Please refer to Sect. 11 of the Agreement for additional information.

79. What is the process in “unwinding” the transaction should one of the regulatory
reviews deem the transaction between KeySpan and bidder non-prudent to rate
payers?

Response:
Please refer to Sect. 11.3 and Sect. 6.4 through 6.6 of the Agreement for details

on the unwinding process under the specified circumstances.
80. Should a management fee payable to KeySpan be proposed, does KeySpan require

that payment to be upfront, or can the payments be on a monthly basis e.g. deductible
from the demand charges/transport fees/storage fees due bidder from KeySpan?

Response:
Per Sect. 4.2 of the Agreement, proposed pricing to be provided by bidders.
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81. Pertaining to a “sharing” mechanism, those monies owed to KeySpan from bidder be

82.

83.

84.

8s.

deducted from those fees owed to bidder, or shall separate Invoicing occur and the
funds be netted out?

Response:
It is left to the discretion of the bidders to present their proposals. Please refer to

Sect. 10 of the Agreement as to the types of netting of funds envisioned by
the Company.

Can KeySpan provide examples and/or documentation of the following;
- Tier Pricing (least cost dispatch)
- Paper Storage Accounting
- Historical Storage Usage
- Historical usage pattern
- Nomination forms
- Outstanding Pipeline/Storage Imbalances
- LNG usage pattern

Response:
The Company is not prepared to provide these items at this time.

Other than “slice of service” reduction for retail providers, what agreements does
KeySpan anticipate not renewing with either transport or storage providers?
Dependent upon the forecasted volume of usage and assets available, the value
assigned to this transaction may be adversely affected should agreements expire.

Response:
Please refer Response #8 of this document.

How will “sharing” mechanism transactions be accounted for? Documented?
Agreed upon (e.g. market intelligence/market information sharing)?

Response:
It is left to the discretion of the bidders to present their proposals.

Will the current asset manager be permitted to assist KeySpan in reviewing the bids
associated in this RFP?

Response:
No.

86. How many personnel are expected from each entity to manage this transaction? Front

office, mid office, back office?

Response:
It is left to the discretion of the bidders to present their proposals.
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87. Does KeySpan require bidder’s employees to be located in their offices? If so, how
many? From what area?

Response:
This is not a specific requirement of the RFP. Please see Response #86 of this

document.

88. Does KeySpan require any of its personnel to reside in bidder’s office location?

Response:
This is not a specific requirement of the RFP. Please see Response #86 of this

document.

89. How will expenses for personnel be handled? Should expected costs for travel, etc.
be included in the bid or will there be an exception/process to follow agreed upon
between both companies?

Response:
Seller is responsible for all of the costs associated with providing the Portfolio

Management Services being solicited.

90. In modeling, should the Portfolio Manager assume baseload to citygate for all
KeySpan managed capacity?

Response:

In accordance with the pricing tiers found in Exhibit E, the Canadian Baseload Tier is

assumed to be dispatched first. In addition, please refer to Sect. 4.1.1 of the
Agreement.

91. Please provide daily historical utilization of storage and the pipes

Response:
The Company has already provided detailed prospective data. The Company is not

prepared at this time to provide the detailed historical data requested.
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FIRST SET OF INFORMATION REQUESTS OF
THE ATTORNEY GENERAL
TO KEYSPAN ENERGY DELIVERY NEW ENGLAND
D.T.E. 06-9
Redacted Attachment
Dated: March 9, 2006
Respondent: Elizabeth D. Arangio

Information Request AG 1-2

Q. Please state whether KeySpan sent the evaluation criteria and an explanation of
the criteria to all RFP recipients and state if and when KeySpan used the criteria.
Please provide any evaluation criteria that KeySpan intended to use or used or
criteria that it sent to RFP recipients, and any related documents explaining or
discussing the criteria.

A. Please see Attachment 1 for the RFP Evaluation Criteria included in the
Company’s RFP. See Attachment 2 for the scorecard of the bidder’s initial
responses developed by the Company using the evaluation criteria.



DTE 06-9
AG 1-2Attachment 1
Respondent: Arangio

Exhibit G

RFP Evaluation Criteria

, Criteria : Points

Price (Least Cost Planning) 35
Experience 20
Flexibility 15
Contract Exceptions (minimum #) 10
Creditworthiness 20

Total 100
Price:

e Favorable commodity pricing terms to meet firm sendout requirements
e Management Fee payable to KeySpan

Experience:

e Overall asset management experience
e Familiarity with the Northeast market
e Ability to meet generally accepted industry reporting requirements

Flexibility:

e Diversity of supply, including reserves and production area resources
e Ability to rely on additional resources to ensure supply reliability

e Access to storage

e Peaking services

e Lack of conflict of interest

Contract Exceptions:

e Fewest number of material contract exceptions

Creditworthiness:

¢ Financial integrity

e Financial strength

e Standard & Poor’s and Moody’s credit rating
e Reputation
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FIRST SET OF INFORMATION REQUESTS OF
THE ATTORNEY GENERAL
TO KEYSPAN ENERGY DELIVERY NEW ENGLAND

D.T.E. 06-9

Dated: March 9, 2006
Respondent: Elizabeth D. Arangio

Information Request AG 1-3

Q.

Please describe any RFP pre-bid conference that took place to allow RFP
recipients an opportunity to ask questions about the RFP and describe any other
opportunities that allowed recipients to receive clarification and better understand
the Company’s objectives stated in the RFP.

The Company did not hold a pre-bid conference. Instead, the Company requested
in the RFP that all bidders submit any questions in writing to the Company’s
designated representative. The Company then aggregated the questions and
distributed written responses to the combined set of questions to all of the bidders
that had executed a Confidentiality Agreement with the Company. In total, the
Company responded in writing to three rounds of questions from the participating
bidders. The questions and answers circulated in the three rounds are provided as
Attachments AG 1-3(a), (b) and (c), respectively.



AG 1-03 Attachment 1

Massachusetts RFP for Portfolio Management Services
Bidders Questions & Responses

Response to Proposal Clarification Questions (7/01/05)

. Is Merrill Lynch going to have a last look or right of first refusal on this RFP?

Response: No, in both instances.

. Is Merrill Lynch going to be involved in any way with the review and analysis of the
responses?

Response: No, in both instances.

. Is an extension going to be given to the July 15, 2005 bid due date?

Response: No extension is being contemplated at the present time.

. Is an extension going to be given to the June 30, 2005 deadline for submitting
questions?

Response: No extension is being contemplated at the present time.

. The RFP stipulates that responses be firm in nature and binding upon the respondent,
until November 1, 2005. Will KeySpan accept non-firm bids relative to price and/or
the November 1, 2005 date?

Response: Section I1.B.3 of the RFP states that the bids must be firm, with the
price quote and other terms firm until November 1, 2005. It is up to the
bidder to assess the risk of having their bid disqualified as a result of
submitting a non-conforming bid.

. Can the capacity be released to Portfolio Manager? If Supply is managed by

KeySpan - what occurs so that the Portfolio Manager has title of gas to transport to the
citygate? If the answer is no next question is - KeySpan holds both capacity and
Supply, then is the Portfolio Manager not responsible for a portion of the load at the
citygate equaling this total? This second question applies to each situation that
KeySpan maintains the capacity. In modeling, should the Portfolio Manager assume
baseload to citygate for all KeySpan managed capacity.
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Response: Yes, capacity can be released to the Asset Manager. In Exhibit D-1 of the
RFP, there are two categories listed under Supply Resources and
Transportation - Company Managed and Released to Asset Manager
(“AMA™). It will be the responsibility of KeySpan to schedule and
nominate to the city gate all of the contracts with an “X” in boxes in the
Company Managed column. Likewise, all contracts listed with an “X” in
the boxes in the Released to AMA column will be performed as a
capacity release by the Portfolio Manager.

7. Is it KeySpan's expectations to receive a redline from the bidding party or will this be
handled at a future point (after deal is awarded)?

Response: Section II.B.1 of the RFP states that the bidders should “identify any
exceptions to the Agreement attached as Exhibit C and indicate suggested
alternate language for the exceptions”. This is to be submitted with the
initial bid.

8. Is KeySpan open to an agency arrangement of the assets or a only a capacity release of
all assets?

Response: KeySpan is currently not considering an agency arrangement. KeySpan will
release capacity to the successful bidder all of the non Company Managed
Assets as defined/identified in the RFP.

9. With regard to the management fee to be paid to KeySpan for the optimization of the
assets, does that need to be a stand alone item or can it be imbedded into
the supply price?

Response: Section II1 of the RFP states that the “bidders may propose a guaranteed
payment to KeySpan, a sharing of net profits, a combination of the two, or
any other similar arrangements in which value can be easily quantified”.
It is left to the discretion of the bidders to determine which structure to
propose.

10. With regard to the supply price, is KeySpan looking for least cost, weighted average
or other pricing mechanism?

Response: KeySpan is looking for the least overall cost.
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11. Is the listing of supply source in particular order i.e., Tennessee Domestic
Baseload/Swing Tiers:
Zn 1, 100 leg
Zn 0, 100 leg
Zn 1, 800 leg
Zn 1, 500 leg
Are you required to fill load in that exact order or can you do Zn 1 500 leg
before Zn 0 100 leg?

Response: Section 4.1.1 of the Agreement states that “supply will be priced as if
sourced from each tier sequentially until each tier is exhausted, up to the
Buyer’s MDQ”. There is no layering within the respective tiers.
Each individual zone within the respective tiers contributes a pro-rata
share of the overall tier volume. It is left to the discretion of the bidders to
present a different (albeit non-conforming) pricing or tier structure.

12. Is LNG part of RFP or not an option?
Response: LNG is a Company Managed Asset set forth on Exhibit D-6 to the RFP.

See Response # 6. It is left to the discretion of bidders to present options
for LNG utilization.

13. With regard to Demand Charges, will Buyer reimburse Portfolio Manager for
all demand charges associated with all the assets released?

Response: Yes, subject to the terms and conditions as described in the Agreement.

14. Will KeySpan accept bids that are non-binding or firm but require Board Approval?

Response: See Response #5.



AG 1-03 Attachment 2

Massachusetts RFP for Portfolio Management Services
Bidders Questions & Responses

Response to Proposal Clarification Questions (7/08/05)

1. Is the Buyer expecting the Seller to sign a Parental Guarantee? Or is this a
negotiated item depending on the company?

Response:
Section 3.4.5 of the Agreement states that “From and after the Effective date, Seller

shall cause its parent, if any, to execute and maintain in effect throughout the Term of
this Agreement a valid and binding guaranty of Seller’s obligation under this
Agreement...”

If the Seller is rated at least investment grade by Standard & Poor’s (“S&P”) and
Moody’s Investors Service (“Moody’s”)*, and if the Buyer deems the Seller
creditworthy based on, but not limited to, an evaluation of the Seller’s results of
operations, financial position, and liquidity, then a guarantee may not be required, at
the Buyer’s sole discretion.

However, if the Seller is an unrated subsidiary or division of a parent that is rated at
least investment grade by S&P and Moody’s*, and if an evaluation of the parent
utilizing the methodology mentioned above indicates that it is creditworthy, then the
parent must provide to the Buyer a guarantee for all obligations of the Seller to the
Buyer.

Bidders may suggest alternative forms of security for KeySpan’s consideration but
unless such alternative is specifically accepted then KeySpan will expect a parental
guarantee, as outlined above.

*In the case of a split rating by S&P and Moody’s, the Buyer will use the lower rating.

2. Under the Price Section, the Demand Charges “Reasonably Incurred” by the Portfolio
Manager will be reimbursed - under what circumstances would the Buyer refuse to
reimburse the Seller for Demand Charges incurred on the Buyer’s assets
released to the Seller?

Response:
The Buyer will reimburse Seller for all demand charges associated with the Buyer’s

contracts released to the Seller as referenced in RFP Exhibit D-1. The Buyer will not
reimburse Seller for any demand charges for resources contracted for by the Seller
outside of these resources, subject to Sect. 4.3.3 of the Agreement related to
Discounted Contracts.
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3. Is there any difference between Winter and Summer Price Tiers?

Response:
As indicated in Footnote #5 of RFP Exhibit E, “A portion of the Domestic Gulf Coast

capacity will be designated for storage refill during the April — October period.”

4. Is the Seller responsible for releasing capacity to marketers under KeySpan’s
Unbundling Program?

Response:
No. All transactions required by the KeySpan Gas Unbundling Program will be the

responsibility of KeySpan.

5. Will the Buyer release capacity to the Seller each month for all pipeline storage and
transportation contracts or only those contracts included in KeySpan’s Unbundling
Program?

Response:
Sect. 5.1 of the Agreement states that “Each month, Buyer shall release, assign or

otherwise provide agency rights to the specified transportation and underground
storage contracts and related quantities as listed in Appendix 1 of the Agreement, with
the exception of the Company Managed Assets. Such contracts are subject to
recall....and will be adjusted each Month in accordance with Buyer’s Unbundling
Program requirements.”

6. Does the list of contracts included with this RFP include or exclude capacity released
under KeySpan’s Unbundling Program? If included please provide the currently
released volumes for each contract and potential range of releases for each contract.

Response:

The MDQs of the contracts listed in RFP Exhibit E and Appendix 1 of the RFP package
are the contractual MDQs prior to release under KeySpan’s Unbundling

Program. Please refer to Response #18 of this document for the July 2005 released
capacity. Said figure divided by the Company’s MDQ would represent the percent of
all resources released to marketers. The potential range of releases is 0%-100%.

7. Please identify all transportation contracts with discounted rates and provide the
appropriate demand, commodity and fuel charges for these contracts.

Response:
These contracts are identified on the seventh, eighth, tenth, eleventh, twelfth and

thirteenth pages of RFP Exhibit D-2. In addition, please see attached revised
RFP Exhibit D-2 TGP-MDQ and Spec. Rate schedules (Note: Revisions, dated 7/8/05,
apply to shaded areas of schedules).




AG 1-03 Attachment 2

8. Many transportation contracts have expiration dates that occur during the proposed
term of the RFP. For these contracts please identify if they will be renewed, at what
quantity level they will be renewed & if not renewed how will supply be sourced or
what asset will be used to replace the expired contract?

Response:
For any existing contract whose expiration date occurs within the term of the

Agreement, the Company will evaluate the options of renewing said contract or
replacing it with one of similar MDQ and pricing terms.

9. Many of the company managed supplies expire during the proposed term of the RFP.
Will the successful Bidder be required to replace these supplies as they expire? If so,
on what terms?

Response:
For any existing contract whose expiration date occurs within the term of the

Agreement, the Company anticipates submitting an RFP and the Seller will have the
opportunity to bid on the replacement supply.

10. Can the Buyer provide a reasonable estimate of Baseload volumes, by month, for the
proposed term of the transaction?

Response:
The Company lists below its estimated baseload elections made for the upcoming

winter, as a guideline.

Boston/Essex/Colonial
Estimated Baseload Election

Volume per Day (MMBtu) November December January February March

Boston 3,000 23,000 50,000 40,000 11,000

TGP Colonial 3,000 17,000 28,000 18,000 11,000
Essex 2,000 15,000 15,000 15,000 8,000

TGP Sub-total 8,000 55,000 93,000 73,000 30,000
Boston 55,000 95,000 125,000 105,000 80,000

AGT Colonial 20,000 20,000 25,000 20,000 15,000
AGT Sub-total 75,000 115,000 150,000 125,000 95,000

Grand Total 83,000 170,000 243,000 198,000 125,000
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14.

15.
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Sec. 5.1 (c) please further define ... “Seller expressly acknowledges that any recall of
underground storage contracts shall result in the conveyance of title to the Paper
Storage Balance to Buyer.”

Response:
The Buyer requires that when a recall of storage capacity is effected title to a

corresponding quantity of commodity natural gas will also be returned to the
Buyer.

Sec. 5.2.2 what are the limits of the OBAs on TGP and AGT?

Response:
The Company’s Operational Balancing Agreements with Tennessee and Algonquin

allow the Company the flexibility to balance gas deliveries across all KeySpan
Massachusetts gate stations on each given pipeline. However, pursuant to Sect. 5.2.2
of the Agreement, KeySpan, not the Seller, will be responsible for managing the
OBA.

Would KeySpan provide samples of the monthly and daily reports desired,
particularly the “Daily Allocation” report?

Response:
KeySpan does not intend to provide samples of reports. Bidders are expected to

provide the Buyer with the format and content of monthly and daily reports that they
are willing and able to offer. Said reports shall, however, include detailed
information regarding all transactions relating to the Assets. See Section 10.2 of the
Agreement.

Does Buyer have any discounted transport that would revert to maximum rates when
moved out of path? If so, please provide relevant details.

Response:
Please refer to Response #7 of this document. It should be noted, however, that all

discounted transportation contracts would revert to maximum rate if moved out of the
path.

Are there any receipt/delivery point restrictions on any of the transportation
contracts? If so, please provide relevant details.

Response:
Each individual contract has both primary receipt and delivery points assigned to the

contract. The Company is not prepared at this time to provide a detailed listing of all
receipt and delivery points.
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Does Buyer have any off-system obligations or obligations beyond its load?

Response:
The Company has a small interruptible sales load for which it purchases gas in the

off-peak season. While the Seller may be solicited for the additional volume, it is not
a firm obligation to the Seller.

Please describe any operational balancing agreements Buyer has in place.

Response:
Please refer to Response #12 of this document.

When will Buyer notify Portfolio Manager of the monthly capacity recalls and
reassignments under the unbundling program? How much has Buyer's MDQ under
the Portfolio Management Arrangement changed on a monthly basis over the past two
years as a result of Buyer's gas unbundling program?

Response:
Under the Agreement, the Company provides monthly capacity volumes to the Seller

no later than 5 business days prior to the 1st of each month. Of the total MDQ listed
in RFP Exhibit E, below is a table with 21 months of history of capacity released
under the Company’s Unbundling Program.

Released
Capacity

Month (Dth/day)

Nov-03 67,800
Dec-03 70,700
Jan-04 76,300
Feb-04 78,900
Mar-04 79,100

Apr-04 80,500
May-04 79,200
Jun-04 78,800
Jul-04 77,800

Aug-04 78,100
Sep-04 77,900
Oct-04 77,800
Nov-04 78,400
Dec-04 79,900
Jan-05 82,500
Feb-05 84,700
Mar-05 85,600

Apr-05 86,000
May-05 86,000
Jun-05 85,800

Jul-05 85,900
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How important is the option for KeySpan to extend the term of the arrangement for
up to two additional one-year periods? Under what conditions would KeySpan
extend the term of the arrangement?

Response:
As stated in Sect. 6.1 of the Agreement, “the Parties acknowledge that Buyer may

extend the Initial term by up to two additional one-year periods.....upon substantially
the same terms and conditions as applicable to the Initial Term. Buyer shall notify
Seller on or before January 1, 2008 whether it exercises its option to extend the Term
up to and including March 31, 2009. Buyer shall notify Seller on or before January 1,
2009 whether it exercises its option to extend the Term up to and including March 31,
2010.”

Will the Portfolio Manager be allowed to optimize around Baseload (monthly)
supply purchased by Buyer?

Response:
The Seller should be prepared on any given day to deliver up to the Buyer’s MDQ as

referenced in RFP Exhibit E. The Company expects that the Seller will perform such
functions as portfolio optimization on behalf of the Buyer and/or Seller.

Will “Company Managed Assets” be available for Portfolio Manager to optimize?

Response:
Under the Agreement, there is no provision for releasing “Company Managed Assets”

to the Seller; however, from time to time, the Company may offer such assets to the
Seller for optimization at the Company’s discretion.

Will Buyer partition the deal by utility (i.e. Colonial Gas only)?

Response:
No partitioning is being considered.

The Boston Gas schematic infers that the load is interchangeable between Tennessee
and Algonquin. What percentage is interchangeable? Are there any limitations?
Will the Portfolio Manager be allowed to decide whether to use Tennessee or
Algonquin to serve a given portion of the load?

Response:
The Company will nominate its daily requirements by pipeline and no

interchangeability should be inferred by the Bidder.
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For the Canadian Baseload Tier of gas supply and transport, it appears that Buyer has
long term gas supply contracts to satisfy this tier of gas, and that Buyer will continue
to manage the transportation necessary for this gas supply. What role, if any, does
Buyer envision for Seller with respect to this portion of supply and transportation?

Response:
As indicated in Sect. 1.8 of the Agreement, “Buyer is responsible for nominating and

scheduling those volumes reflected in Appendix 1 and identified as Company
managed assets. However, Buyer may choose to request that Seller nominate and
schedule these volumes, by giving notice to seller five days prior to the first of a
month.” With regard to these supplies, please refer to Responses #9 and #210of this
document.

What volume (in Bef) of fixed price transactions does Buyer typically trigger with its
Portfolio Manager during a given contract year?

Response:
Historically, the Company has not opted for any fixed price transactions under its

current or previous asset management arrangements. Under Section 4.1.2 of the
Agreement, the Company wishes to reserve this right.

What quantity of gas supply does Buyer typically purchase from its Portfolio
Manager during any given contract year?

Response:
As a normalized average, the Company anticipates purchasing approximately 70

percent of its annual supply requirements under the Agreement.

For the summer underground storage refill, does Buyer assume gas is injected ratably
during the April through October period? Does Buyer retain any rights under the
Portfolio Management Arrangement to vary the injection quantities by month during
the summer?

Response:
Under the Agreement, the storage WACOG is computed based on a ratable injection

over the April through October period. Please refer to the definition of “Summer
Index” in Section 1.35 of the Agreement . The Company intends to notify the Seller,
prior to March 31% of a contract year, its refill pricing plan. The Company makes no
assumptions on the actual rate of refill of physical gas._It should be noted, however,
that strict adherence to Sect. 4.6 of the Agreement - Peak Period Storage Inventory
Levels, is required. Careful consideration needs to be given to storage field and
injection rate protocols (see Sect. 5.1 of the Agreement). ]
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Since the Summer Index is computed at the end of the summer injection period, how
does Buyer intend to pay for gas injected into storage during the summer? Will
Buyer pay Seller for gas injected into storage at the end of the summer, or will Buyer
pay Seller for gas injected into storage on a ratable basis during each month of the
summer?

Response:
Payments will be made by the Buyer as per Sect. 4.1.1 of the Agreement. This

Section states that “Volumes up to the underground storage refill volumes described
in Section 4.4 shall be priced equal to the Storage WACOG plus applicable Variable
Charges plus carry costs equal to LIBOR plus 5 basis points for the period such gas
was carried in storage.” The Company will pay for storage supply at the time of
withdrawal.

In addition, as stated in Sect. 5.1.1 of the Agreement, “at the end of the Term of this
Agreement, if Seller’s Ending Actual Underground Storage Balance is greater than
Buyer’s Paper Storage Balance, Buyer will pay Seller for the difference at the simple
average of the April through October period following such expiration or termination
first-of-the-month receipt point indices for the pipelines (Tennessee and Texas
Eastern) used to inject supply into Buyer’s storage contracts, plus all applicable
variable charges.”

The magnitude of the "Initial Underground Actual Storage Balance" that will exist on
April 1, 2006 could have a material impact on the value of the Portfolio Management
arrangement. What factors will influence this amount? Are there any existing
contractual requirements that will influence this amount?

Response:
The amount of gas remaining in storage on April 1, 2006 is an unknown and will

depend on many factors including weather and the opportunities embedded in
KeySpan’s current Portfolio Management Agreement.

Under what type of circumstances would Buyer revise its asset listing?

Response:
The Company retains the right to add assets to its portfolio to address the needs of its

customers, as well as performing renewal/replacement decisions at the time of
expiration of contracts within its portfolio during the term of the Agreement. Please
refer to Response # 8 of this document.
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What method will be used to adjust transportation fees as capacity is added/deleted?

Response:
Please refer to Section 4.3.1 of the Agreement. If changes are made to the portfolio

of resources assigned to the Seller, the Company will adjust transportation fees
accordingly.

If a portion of the value in Seller's bid is derived from a pricing relationship using
NYMEX or Basis Hedges, is it acceptable to have Seller's firm offer be subject to
adjustment based on changes in market conditions for such NYMEX and Basis
Hedges?

Response:
Section I1.B.3 of the RFP states that the bids must be firm, with the price quote and

other terms firm until November 1, 2005. It is up to the bidder to assess the risk of
having their bid disqualified as a result of submitting a non-conforming bid.

Will Buyer accept a bid for the management of its assets without requiring the
Portfolio Manger to sell it supply?

Response:
The RFP anticipates that the successful bidder will both manage the assets and

provide the supply required to meet the Company’s firm sendout requirements
associated with such assets. It is up to the bidder to assess the risk of
having their bid disqualified as a result of submitting a non-conforming bid.

Please verify that all capacities provided in the exhibits are net capacity positions (i..
total capacity less that dedicated for unbundled customers).

Response:
Please refer to Response # 6 of this document.

In Section V. of the RFP under “Gas Supply Obligations™ it reads that, “upon hitting
a storage ratchet based on Buyer’s Paper Storage Balance, Seller shall remain
obligated to sell and deliver up to Buyer’s MDQ...” Please clarify what this means.

Response:
Upon hitting a storage ratchet, the Company is not obligated to purchase the

difference in volume between the storage MDQ before and after ratchet; however, the
Seller should stand ready to provide these volumes if nominated by the Company at a
mutually-agreed upon price.
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Please provide historical load data by gate. Also please specify (by gate) the amount
served by third parties.

Response:
The Company has already provided detailed prospective data (RFP Exhibit F). The

Company is not_prepared at this time to provide the detailed historical data requested.

Please outline any tax obligations.

Response:
As per Sect. 7.3 of the Agreement, “Buyer shall reimburse seller for any taxes,

including ad valorem taxes, fees or charges, other than income tax, which are levied
by a governmental or regulatory body on the Gas sold under this Agreement.”

How large and how dynamic is the unbundling program? Does it change the MDQ
AMA has each month? Is their different volumes released each month.

Response:
Please refer to Response #18 of this document.

Unbundling program: Any history of the market share?

Response:
Please refer to Response #18 of this document.

Unbundling program: Are assets released to marketers across the board pro rata or is
there a subset of assets that get assigned?

Response:
The assets released to marketers under the Company’s Unbundling Program are

released on a pro rata slice-of-system basis determined by the pipeline serving a
given marketer’s given customer.

Explain how the unbundling program can affect the MDQ daily?

Response:
The Company’s Unbundling Program releases capacity to marketers monthly. The

releases are adjusted monthly (please refer to Response #18 of this document). Within
a given month, capacity available to the Seller will not change.

How are the MDQs submitted?

Response:
Please refer to Response #18 of this document. The MDQs available to the Seller are

verified via the pipeline electronic bulletin boards and reconciled with Company
personnel prior to the first of the month.
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Is the MDQ in Nov adjusted in the month to match the change in Transportation
rights?

Response:
The MDQ in the month of November is reflected in RFP Exhibit E.

Does that make two tier prices for November for the Domestic Baseload/Swing Tier?
(see Qt. # 43)?

Responsé:
Please refer to Responses #43 and #10 of this document. In the month of November,

The Company will have nominated some amount of domestic long haul as base load
Supply pricing tier; the remainder of its domestic long haul capacity which the Buyer
Nominates, will then be priced as swing pricing tier.

Are the MDQ requirements only to the city gate or does Buyer have the right to
request MDQ deliveries to other locations?

Response:
The MDQ requirements are only to the citygate

Is Seller allowed to deliver behind the city gate? To end users or to other
marketers/shippers?

Response:
In accordance with Item 18 of RFP Exhibit B, to the extent that a bidder sells or

manages gas or electric commodity or services, or intends to sell or manage gas or
electric commodity or services behind the Company’s city gate, the Company expects
that bidder to disclose such information which will then be specifically evaluated
based on the criteria set forth in RFP Exhibit G.

Will buyer consider paying for all summer storage injections in the summer as
opposed to in the winter and paying interest?

Response:
It is up to the bidders to assess the risk of having their bid disqualified as a result of

submitting a non-conforming bid.
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Is the summer index strictly a ratable Apr-Oct plan per each pipe/storage facility or
weighted average over all facilities? If it is a ratable plan, is this somehow adjusted
for No-notice activity (either w/ds or injections)?

Response:
The Company assumes that the pricing for refill of each storage field will be on a

ratable basis, based on the zone entitlements of the specific pipeline filling each field.
No-notice activity during either the injection or withdrawal period should be covered
under the appropriate rate schedules paid by the Company.

Does title to storage gas transfer when put into ground or delivered to citygate? Please
clarify “delivery points” definition.

Response:
It is expected that Title to the Initial Underground Storage Balance transfers to Seller

on the effective date of the agreement (Sect. 5.12 of the Agreement). Thereafter,
subject to any recall or termination provisions of the Agreement that may require
otherwise, title to storage gas transfers to Buyer when delivered to the Delivery
Point(s). (Sect. 7.1 of the Agreement). The definition of Delivery Points can be
found at Sect. 1.7 of the Agreement and are as shown on Appendix 1 of the
Agreement.

Can you clarify Ending storage balance being priced at the average over subsequent
Apr-Oct pricing rather than market price?

Response:
Per Sect. 5.1.1, “if Seller’s Ending Actual Underground Storage Balance is greater

than Buyer’s Paper Storage Balance, Buyer will pay Seller for the difference at the
simple average of the April through October period following such expiration or
termination...” This storage pricing provision is intended to replicate the pricing
upon which the Portfolio Manager will be making its decisions on whether to make
sales out of storage, i.e., such decisions will be based upon the replacement cost of
storage.

Which TETCO and TENN long haul assets are assigned to the underground storage
refill?

Response:
In RFP Exhibit E, a portion of each pipeline’s Domestic Baseload/Swing Tiers will be

assigned to storage refill on a pro rata basis.

Is the Nov1 logical fill target 95% or 100%

Response:
Per Sect. 4.6 of the Agreement, “Seller will refill Buyer’s storage capacity to a

minimum of 95% full prior to November 1% of each contract year during the term.”
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FSS-1 shows 6154 MDWAQ for all 4 inventory levels. Is there only one (or no)
ratchet?

Response:
There is only the one MDWQ value for the FSS-1 service.

Is Seller not exposed to any No-Notice storage costs or allocations?

Response:
Please refer to Response # 48 of this document.Variable charges associated with

portfolio optimization would be the responsibility of the Seller. The company
expects to pay in accordance with the variable charges listed in RFP Exhibit E.

How are No-notice injections/withdrawals handled?

Response:
No-notice injections/withdrawals are handled in accordance with the appropriate

pipeline nomination deadlines.

Will all contracts be released or assigned on a monthly basis due to fluctuating
contract MDQ’s?

Response:
Please refer Response #18 of this document.

How much fixed price triggering has Keyspan historically done? Is there any hedging
program?

Response:
KeySpan has had a portfolio hedging program in effect for its three Massachusetts

LDCs since November 2003 to address price volatility for their customers. In
addition, please refer to Response #25 of this document.

Does Keyspan have the right to make third party sales at any time?

Response:
Buyer reserves the right to make third party sales with Company Managed Assets

Will KeySpan consider making the option to extend the term past the initial 2 years a
mutually agreeable option between Buyer and Seller?

Response:
It is up to the bidder to assess the risk of having their bid disqualified as a result of

submitting a non-conforming bid.
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If an intra-day change by Buyer requires Seller to increase or decrease its baseload or
swing deliveries, will Buyer keep Seller whole if Seller is required to purchase
additional intra-day gas or sell-off intra-day gas?

Response:
As per Sect. 4.1.1 of the Agreement, there is a keep whole provision for baseload

deliveries. There is no keep whole provision for swing deliveries.

Can you provide your historical load and temperature data so that we can do our
own estimate?

Response:
The Company has already provided detailed prospective data. The Company is not

prepared at this time to provide the detailed historical data requested.

Is there interruptible load history separate from the total load history provided? Is the
load history the total send out (including both firm and interruptible customers)?

Response:
The Company is not prepared at this time to supply interruptible load history. Please

refer to Response #16 of this document. The load forecast provided in RFP Exhibit F-
1 is for all firm customers using utility capacity (both sales customers and those
associated with the Company’s Unbundling Program); it does not include
interruptible sales or transportation.

How should we treat Tennessee ConneXion project in the supply stack?

Response:
As currently envisioned, the additional capacity from the Tennessee ConneXion

Project would be added to the Company’s Domestic Baseload/Swing Tier. It should
be noted, that the Buyer was recently awarded 12,700 MMBtu/day of additional
Tennessee ConneXion capacity, bringing the total MDQ to 112,700 MMBtu/day,
subject to regulatory approval. The anticipated service date is November 1, 2007.

Can you explain domestic baseload/swing pricing tier? Is it a WACOG of the prices
or do volumes fill up the pricing stack that the buyer will give us (i.e. least cost
dispatch)?

Response:
For either baseload or swing nominations made for the Domestic Baseload/Swing

Tier, the tier pricing will be based on the weighted-average of the components of the
tier.
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65. Peak Period Domestic Baseload Index/Peak Period Domestic Swing Index -

66.
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Can you provide us a historical schedule of Baseload and Swing Nominated volumes?

Response:
Please refer to Response #10 of this document for data for estimated baseload

volumes.

What is the citygate flexibility for supplier to deliver Tenn. vs. AGT? Is there a
history or forecast of that split out on the MDQ requirements and on top of that what
is the physical flexibility? Is there a rule of thumb about this physical flexibility by
temperature or at least by month?

Response:
Please refer to Response #23 of this document.

Is there some portion of the storage injection or withdrawal rights that have to be left
open for balancing the system?

Response:
This would be at the Seller’s discretion. The Seller will remain obligated to deliver up

to the Buyer’s MDQ as listed in Exhibit E.

Third Party Transporter volume impact: Do third party transport deliveries to the city
gate effect either the MDQ or the physical flexibility to deliver on AGL vs. Tenn.?

Response:
If there are any effects, the Buyer’s MDQ nominations will account for them.

Which contracts are the discounted contracts? Can we see the special rates on those
contracts?

Response:
Please refer to Response #7 of this document.

Does an Asset Management Draft/Sample Agreement exist that KeySpan could
provide for legal review?

Response:
Please refer to RFP Exhibit # C.
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Will a Precedent Agreement be signed between the KeySpan and the Seller,
while the final Asset Management Agreement is negotiated?

Response:
No. It is expected that a binding asset management agreement in form and substance

substantially similar to the Agreement (RFP Exhibit C) will be executed by the Buyer
and the successful bidder, subject to review and approval of the Massachusetts
Department of Telecommunications and Energy.

Upon assignment or release of transport/storage assets to winning bidder, shall all
agreements be subject to bulletin board bidding?

Response:
Please refer to Sect. 2.1 of the Agreement. Assets available for management by the

successful bidder fall into three broad categories: Capacity released to the asset
manager at max rate; Capacity for which the asset manager will be designated as the
agent of the Company; and, Company Managed supplies, at Buyer’s discretion. All
transactions will be accomplished in a manner consistent with FERC rules and
regulations. It is not expected that the transactions will be subject to posting.

Will KeySpan be providing “back up” credit assurances to the pipeline entities or will
Seller be required to provide all additional credit assurances if deemed
necessary by those said entities?

Response:
No. Bidders are expected to meet all applicable pipeline credit worthiness standards

necessary to perform the obligations required by the Agreement.

Are all upstream supply agreements assignable based on creditworthiness, and good
industry standing? In the event, an entity objects to assigning their agreement to
winning bidder, what will be the recourse?

Response:
In accordance with RFP Exhibit D-1, all upstream supply agreements fall into the

category of Company Supply agreements, and therefore, will not be assigned.

If a bidder requires Board and Senior Management approvals for entering into such a
term agreement, are there allowances for a firm bid to be subject to overall
Management review? Would that disallow the bid from consideration?

Response:
Section I1.B.3 of the RFP states that the bids must be firm, with the price quote and

other terms firm until November 1, 2005. It is up to the bidder to assess the risk of
having their bid disqualified as a result of submitting a non-conforming bid.
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With regard to contract extensions, what will be the notification period provided by
KeySpan to winning bidder? Will the extensions include pricing tier revisions? Shall
the extensions require additional contract language or will that be part of the initial
agreement - State, Federal, Others?

Response:
Please see Response #19 of this document.

Is the Asset Management Agreement subject to what regulatory reviews?

Response:
Please refer to Response #71 of this document. As described in Sect. 11.4 of the

Agreement, “Seller acknowledges that this Agreement is conditional upon the review
and approval of the DTE prior to becoming effective.” For additional requirements,
please see Sect.11 of the Agreement.

Is the Asset Management transaction subject to annual review by these same
governmental bodies?

Response:
The Company does not anticipate an annual review following the initial approval by

the Massachusetts Department of Telecommunications and Energy. However, the
Company cannot predict what review requirements may be imposed upon it by
regulators. Please refer to Sect. 11 of the Agreement for additional information.

What is the process in “unwinding” the transaction should one of the regulatory
reviews deem the transaction between KeySpan and bidder non-prudent to rate
payers?

Response:
Please refer to Sect. 11.3 and Sect. 6.4 through 6.6 of the Agreement for details

on the unwinding process under the specified circumstances.

Should a management fee payable to KeySpan be proposed, does KeySpan require
that payment to be upfront, or can the payments be on a monthly basis €.g. deductible
from the demand charges/transport fees/storage fees due bidder from KeySpan?

Response:
Per Sect. 4.2 of the Agreement, proposed pricing to be provided by bidders.
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Pertaining to a “sharing” mechanism, those monies owed to KeySpan from bidder be
deducted from those fees owed to bidder, or shall separate invoicing occur and the
funds be netted out?

Response:
It is left to the discretion of the bidders to present their proposals. Please refer to

Sect. 10 of the Agreement as to the types of netting of funds envisioned by
the Company.

Can KeySpan provide examples and/or documentation of the following;
- Tier Pricing (least cost dispatch)
- Paper Storage Accounting
- Historical Storage Usage
- Historical usage pattern
- Nomination forms
- Outstanding Pipeline/Storage Imbalances
- LNG usage pattern

Response:
The Company is not prepared to provide these items at this time.

Other than “slice of service” reduction for retail providers, what agreements does
KeySpan anticipate not renewing with either transport or storage providers?
Dependent upon the forecasted volume of usage and assets available, the value
assigned to this transaction may be adversely affected should agreements expire.

Response:
Please refer Response #8 of this document.

How will “sharing” mechanism transactions be accounted for? Documented?
Agreed upon (e.g. market intelligence/market information sharing)?

Response:
It is left to the discretion of the bidders to present their proposals.

Will the current asset manager be permitted to assist KeySpan in reviewing the bids
associated in this RFP?

Response:
No.

How many personnel are expected from each entity to manage this transaction? Front
office, mid office, back office?

Response:
It is left to the discretion of the bidders to present their proposals.
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87. Does KeySpan require bidder’s employees to be located in their offices? If so, how
many? From what area?

Response:
This is not a specific requirement of the RFP. Please see Response #86 of this

document.

88. Does KeySpan require any of its personnel to reside in bidder’s office location?

Response:
This is not a specific requirement of the RFP. Please see Response #86 of this

document.

89. How will expenses for personnel be handled? Should expected costs for travel, etc.
be included in the bid or will there be an exception/process to follow agreed upon
between both companies?

Response:
Seller is responsible for all of the costs associated with providing the Portfolio

Management Services being solicited.

90. In modeling, should the Portfolio Manager assume baseload to citygate for all
KeySpan managed capacity?

Response:
In accordance with the pricing tiers found in Exhibit E, the Canadian Baseload Tier is

assumed to be dispatched first. In addition, please refer to Sect. 4.1.1 of the
Agreement.

91. Please provide daily historical utilization of storage and the pipes

Response:
The Company has already provided detailed prospective data. The Company is not

prepared at this time to provide the detailed historical data requested.
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Massachusetts RFP for Portfolio Management Services
Bidders Questions & Responses

Response to Proposal Clarification Questions (7/21/05)

1. DTI storage fuel rate are different for Settled Party and Severed party - which
category does KeySpan fall under?

Response:
KeySpan is a Settled Party.

2. Further clarification to previously submitted question related to holding of title by
shipper. In Exhibit D-1 of the RFP, there are two categories listed under Supply
Resources and Transportation - Company Managed and Released to Asset Manager
"AMA™"). It will be the responsibility of KeySpan to schedule and nominate to the city
gate all of the contracts with an "X" in boxes in the Company Managed column.
Likewise, all contracts listed with an "X" in the boxes in the Released to AMA
column will be performed as a capacity release by the Portfolio Manager. More
specifically you have marked the following as Company Managed yet corresponding
capacity is marked with Portfolio Manger:

- Honeoye Storage: yet the associated TGP capacity is marked as
AMA - how will you get gas to gate and does AMA have right to the capacity
with no obligation of supply?

- IGT Waddington Supply is marked as Company Managed, the Associated
Iroquois capacity of 35,000 is AMA managed but the TGP capacity to Mendon
and gate is Company Managed - how will this work?

Response:
KeySpan will work together with the AMA to coordinate the nomination and

scheduling responsibilities for the Company and AMA Managed assets to meet the
MDQ outlined in RFP Exhibit E.

3. From your Spreadsheet on Forecast Sendout - can you confirm which
citygate pertains to which Company from following citygates list and what
capacity is associated with the particular gate (i.e. Algonquin or Tenn.):

- Boston, Lowell, Essex and Cape

Response:
See RFP Exhibit D-5 for a complete listing of KeySpan’s citygates and the

corresponding pipelines and meter numbers. Boston Gas is served by Algonquin and
Tennessee, Colonial Gas (Lowell) is served by Tennessee, Colonial Gas (Cape) is
served by Algonquin and Essex Gas is served by Tennessee.
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4. Canthe AMA view the three Company portfolios as one and manage the citygate
needs by utilizing all available or will it have to utilize specific assets for a specific
citygates?

Response:
Yes. The AMA may manage the three Company portfolios as one, but supply must be

delivered to the citygate(s) of the primary contract holder.

5. In modeling what excess capacity exists in KeySpan's portfolio? Is it correct to
supply system load by using the methodology provided by Exhibit E?

Response:
Yes. A conforming bid will use the pricing hierarchy contained in RFP Exhibit E to

meet the load up to the MDQ. However the asset manager will have the discretion to
supply using all released assets. The Company will nominate one total quantity by
delivering pipeline daily.

6. Clarification - KeySpan can enforce the rule curve on the AMA manager in the
course of the winter (example expecting the AMA to purchase additional supply at
peak times).

Response:
Yes. As stated in Sect. 4.6 of the Agreement, “Seller will refill Buyer’s storage

capacity to a minimum of 95% full prior to November 1% of each contract year during
the Term. In addition, Seller shall be at the Storage Rule Curve by December 1% of
each contract year during the Term and shall maintain in storage no less than the
lower of the paper Storage balance or the amount indicated by the Storage Rule Curve
for the end of each month of the Peak period. The Storage Rule Curve is presented in
Appendix 3. In complying with the lower of the Paper Storage Balance or the
Storage Rule Curve, Seller may within any month allow underground storage
inventory to fall below the curve so long as by the third business day prior to the end
of such month, the total underground storage volume is equal to or exceeds the lower
of the Paper Storage Balance or the amount indicated by the curve. Should Seller fail
to do so, Buyer may at its discretion arrange for gas storage injection to bring
underground storage levels to the required level and seller shall be responsible for all
of Buyer’s costs for doing so0.”

7. In verification of pipeline rates listed on the provided spreadsheet to pipeline rates
posted on EBB, discovered some discrepancies - should AMA use pipeline
established rates?

Response:
The pipeline rates provided by KeySpan were the most recent rates available at the

time the document was prepared. Please use any updated tariff pipeline rates that
may be available from the pipelines’ electronic bulletin boards.
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10.

11.

AG 1-03 Attachment 3

Tetco access area total 226,890 dth/d away on CDs 43,347 and FT 97,627 - is the
excess access area tied to any other capacity or just
flexibility from the access area?

Response:
KeySpan’s firm transportation contracts with Tetco contain excess access area

entitlements in the production area which provide operational flexibility to the
shipper. That same flexibility will be available to the AMA.

In response to Question 27, you mention that the Company intends to notify the
Seller, prior to March 31st of a contract year, its refill pricing plan. What is meant by
"refill pricing plan"? How does this differ from WACOG based on a ratable injection
over the April through October period?

Response:
At the end of each month the Company will reconcile the paper storage balance with

the AMA. Prior to March 31% of a contract year, the Company will calculate, based
on the best available information at that time, the total storage refill required to reach
the minimum 95% storage refill level by November 1. This volume will form the
basis for the storage refill plan. The price for this volume will be based on ratable
injections over the seven summer months of April through October. The Company
will consult with the AMA to make adjustments, as required, in response to the
Company’s Unbundling Program and potential underground storage withdrawals in
the shoulder months.

Section 6.1 of the Gas Resource Portfolio Management and Gas Sales Agreement
reads, “The Parties acknowledge that Buyer may extend the Initial Term by up to two
additional one-year periods, i.e., up to and including March 31, 2010.” Does this
mean that Buyer may extend the agreement for a period of time less than one year
(i.e. from April 2009 through September 2009) or can Buyer only extend the term in
one-year increments?

Response:
Buyer can only extend the term of the Agreement in one year increments.

Will Buyer request RFP’s before exercising its option to extend the term of the deal
on 1/1/08 and/or 1/1/09?

Response:
The Buyer, at its sole discretion, reserves the right to issue an RFP for the option

periods.
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AG 1-03 Attachment 3

Does KeySpan have an extension right in its current Portfolio Management
Agreement that is still exercisable by KeySpan?

Response:
The current Portfolio Management Agreement expires March 31, 2006.

Both the Gas Resource Portfolio Management and Gas Sales Agreement and Buyer’s
response to Question 28 in the prior set of questions indicate that storage carrying
costs will be equal to LIBOR plus 5 basis points. Does buyer intend for this to be
0.05% or 5%? What LIBOR rate is buyer referring to (i.e. 1-month, 1-year)?

Response:
The storage carrying costs will be equal to LIBOR plus 5 basis points (.05%).

The LIBOR rate referenced above is 1-month LIBOR.

In taking into consideration Buyer’s Unbundling Program, should volumes
associated with this program be netted off of the system load as well as the overall
capacity of the assets?

Response:
Yes. The volumes associated with the Unbundling Program should be netted off of

the system load as well as the overall capacity of the assets.

Is the Canadian baseload supply and associated transport capacity included in the
Unbundling Program?

Response:
Yes. The Canadian baseload supply and associated transport capacity are also

included in the Company’s Unbundling Program.

Could you please provide an example of how a volume of 10,000 dth/d under the
Unbundling Program would be allocated its “slice of system” capacity if such load
were delivered off of Tennessee, and a separate example if such load were delivered
off of Algonquin?

Response:
If a marketer aggregated 10,000 dts of capacity under the slice of the system

approach, the marketer would be allocated a weighted average volume of 10,000 dts
made up of peaking, storage and longhaul capacity. The allocation of each of these
resources is based on the sum of the load factors in the marketers' pool. The contracts
by LDC and pipeline and allocation factors can be found on the Company's website
under Business Partner, Energy Marketers.
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AG 1-03 Attachment 3

The forecasted system load information is very helpful. Would it also be possible to
get a forecast of the quantity expected for the Unbundling Program? Are there any
material changes to the Unbundling Program that would cause these quantities to
grow or shrink over the next 2-4 years?

Response:
The Company is not prepared to provide a forecast of its Unbundling Program at this

time. The Company is not aware of any material changes that would significantly
impact the quantities contained in its existing Unbundling Program.

For any guaranteed revenue or sharing revenue payable to KeySpan under this
Portfolio Management arrangement, how is such revenue allocated between the
utilities’ ratepayers and shareholders? Please describe any incentive rate or
performance based rate mechanisms that would impact KeySpan’s actions under the
Portfolio Management arrangement.

Response:
From the bidders point of view the obligation is to maximize the value regardless of

shareholder/ratepayer impact.

The allocation of revenues under a Portfolio Management arrangement have
historically been treated in accordance with the Department of Telecommunication
and Energy's order in Interruptible Transportation, D.P.U. 93-141. See also, Boston
Gas Company, Colonial Gas Company and Essex Gas Company, D.T.E. 99-76 at 23;
KeySpan Energy Delivery New England, D.T.E. 04-9 at 13-14.

When and how might Buyer recall storage capacity (follow up to Q&A #11 from
7/8/05 KeySpan responses)?

Response:
KeySpan might recall storage capacity at the end of the term of the Agreement or in

the case of failure to perform on the part of the AMA.

If LNG import capacity dramatically increased in the KeySpan NE service area, what
impact would that have on the Portfolio Management arrangement?

Response:
As with any new supplies or pipeline projects available to KeySpan, the Company

will perform due diligence to evaluate any and all opportunities available to meet the
needs of its customers.
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Under the Gas Resource Portfolio Management and Gas Sales Agreement, it is clear
that Seller has a firm obligation to sell and deliver gas up to the MDQ based on
Buyer’s nominations to Seller. Under such agreement, however, it appears that Buyer
would have the ability to purchase gas from third parties in lieu of purchasing gas
from Seller. Please clarify KeySpan’s intention with respect to its obligations to
purchase gas from Seller.

Response:
As stated in Sect. 3.2 of the Agreement, “ Both Buyer and Seller understand that,

upon hitting a storage ratchet based on Buyer’s storage inventory balance, Seller shall
remain obligated to sell and deliver up to the MDQ; however, in that event, Buyer
may elect to satisfy its city gate requirements through the utilization of Company
Managed Assets and/or the purchase from a third party to the MDQ. " In addition, as
stated in Sect. 3.2.1 of the Agreement, “From time to time during the Term of this
Agreement, Seller may sell and Buyer may purchase quantities in excess of the MDQ,
provided that both Buyer and Seller agree to such delivery. Nothing contained in this
Sect 3.2.1 shall prevent Buyer from purchasing quantities of Gas in excess of the
MDQ from a third party(s) other than Seller.”

In Section 5.1 of the Gas Resource Portfolio Management and Gas Sales Agreement,
“agency rights” are referenced. What type of agency rights does Buyer envision, and
to which contracts might such an agency arrangement apply?

Response:
The Company may assign agency rights -- under which title would not pass but the

AMA could control the use of the assets -- to the AMA for nomination purposes for
certain select assets designated as "Company Managed" in RFP Exhibit D-1."

Follow up to Q&A #27 from 7/8/05 KeySpan responses — In the response to this
question, it states: “The Company intends to notify the Seller, prior to March 31st of a
contract year, its refill pricing plan.” Please clarify if this is intended to imply that
Buyer has the right to designate different volumes by month for storage refill (e.g. in
one year Buyer might designate more volumes for refill early in the summer injection
period, and in another year Buyer might designate more volumes for refill late in the
summer injection period)? If that is the case, please confirm if the calculation of
Summer Index for any given year would then use a volume weighting each month
based on Buyer’s monthly volume designations for such year.

Response:
Please refer to Response #9 of this document.



FIRST SET OF INFORMATION REQUESTS OF
THE ATTORNEY GENERAL
TO KEYSPAN ENERGY DELIVERY NEW ENGLAND

D.T.E. 06-9
Dated: March 9, 2006
Respondent: Elizabeth D. Arangio
Information Request AG 1-4
Q. Please describe in detail the criteria that KeySpan used to evaluate refreshed bids

that KeySpan received on September 13, 2005 and describe the evaluation and
negotiation process for selection of the winning bidder Merrill Lynch
Commodities Inc. (MLCI).

A. The Company applied the evaluation criteria set forth in the RFP throughout the
bid-evaluation process as well as to the negotiations with short-list bidders.




FIRST SET OF INFORMATION REQUESTS OF
THE ATTORNEY GENERAL
TO KEYSPAN ENERGY DELIVERY NEW ENGLAND

D.T.E. 06-9

Dated: March 9, 2006
Respondent: Elizabeth D. Arangio

Information Request AG 1-5

Q.

Refer to p. 13 of Testimony of Elizabeth D. Arangio. Please provide a detailed
explanation of the criteria the Company used to develop the list of 23 RFP
recipients solicited to participate in the RFP process.

The Company issued its Request For Proposals (“REFP”) for gas-resource
optimization services to a list of bidders who had been identified in the March 14,
2005 issue of Gas Daily as “Top North American Gas Marketers,” because the
Company views this list to be a comprehensive listing of entities that have the
potential and interest in managing the KeySpan portfolio. In addition, the
Company also sent the RFP to six additional entities with which KeySpan
conducts business: DTE Energy, Constellation Energy and four financial entities
(Deutsche Bank, Merrill Lynch, Morgan Stanley and UBS Warburg). The
comprehensive list of bidders was provided as Attachment (a) in the Company’s
response to Information Request DTE 1-2. Please note that emails relating to the
development of the bid-solicitation list are provided in Attachment AG 1-1(i).



FIRST SET OF INFORMATION REQUESTS OF
THE ATTORNEY GENERAL
TO KEYSPAN ENERGY DELIVERY NEW ENGLAND

D.T.E. 06-9

Dated: March 9, 2006
Respondent: Elizabeth D. Arangio

Information Request AG 1-6

Q.

Refer to p. 14 of Testimony of Elizabeth D. Arangio. Please explain in detail
KeySpan’s reasons for requesting the four competitors to refresh their bids after
the devastation in the Gulf by Hurricanes Katrina and Rita.

The Company’s decision to request the four competitors to refresh their bids was
a result of two factors: (1) the need to obtain new bids to reflect the Company’s
clarification of the resources that would be available to the asset manager under
the agreement; and (2) the need to identify whether the occurrence of the two
hurricanes in the Gulf had any impact on the initial bids submitted to the
Company. Specifically, through the Q&A process, the Company identified the
need to clarify the deliverability relationship between its Texas Eastern upstream
assets and Algonquin downstream assets. Secondly, following the devastation in
the Gulf and its effect on the already volatile commodity market, the Company
felt it necessary to solidify the commitment of the bidders’ responses by allowing
them the opportunity to refresh their bids.



FIRST SET OF INFORMATION REQUESTS OF
THE ATTORNEY GENERAL
TO KEYSPAN ENERGY DELIVERY NEW ENGLAND
D.T.E. 06-9

Redacted Response and Attachment

Dated: March 9, 2006
Respondent: Elizabeth D. Arangio

Information Request AG 1-7

Q.

Please explain each of the separate profit sharing provisions of the contract under
§ 6.1 and how the proposed optimization agreement changed from the existing
optimization agreement. Please provide copies of all correspondence, including
but not limited to, internal and external e-mails, letters, memos and reports
concerning the profit sharing provisions.

In terms of the revenue-sharing provisions, the existing optimization agreement
and the proposed agreement differ only in terms of the disposition of the asset
manager’s allocation of revenues. As described in the testimony of Ms. Arangio,
the existing agreement is structured as follows:

Operates as a traditional outsourcing arrangement whereby the complete
management of the resource portfolio is handed over to MLCI;

In return, MLCI guarantees a minimum payment of $ million each year, which
is applied as a direct credit to customers through the Cost of Gas Adjustment
(“CGA”) factor;

Any revenues derived in excess of the $ million payment are shared between
the Asset Manager and KeySpan customers (on a/ basis), with KeySpan
sharing in the customer portion of excess revenues.

The proposed agreement is structured as follows:

Operates as an asset-optimization arrangement to allow greater involvement
by KeySpan in the management of the resource portfolio, with a more limited
portion of the resource portfolio under the control of MLCI;

In return, MLCI and KeySpan guarantee a minimum payment of $ million
each year, which is applied as a direct credit to customers through the CGA;

Any revenues derived in excess of the $ million payment are shared between
the Asset Manager and KeySpan customers (on a basis) with KeySpan
sharing in the Asset Manager’s portion of excess revenues in proportion to its
involvement in the resource management and optimization.



Attachment AG 1-7 provides copies of internal emails, memoranda and
correspondence with the short-list bidders relating to the Company’s decision to
structure the arrangement to allow for greater participation and control by
KeySpan and the related revenue-sharing provisions. Please note that the actual
contract with MLCI was negotiated by KeySpan’s legal counsel, and therefore,
communications regarding the contract negotiations are privileged by virtue of the
attorney/client relationship.

Please note that Attachment AG 1-7 contains confidential information covered by
the Motion for Confidentiality that was granted by the Department on February
27,2006. Therefore, the Company has provided a redacted version of Attachment
AG 1-7 herewith for the public record. The Company has also provided a copy of
the confidential version to the Department and the Attorney General (pursuant to
a confidentiality agreement).




Attachment AG 1-7

Cheryl M. Kimball

68

----—-- Original Message --—---
Subject: Meeting with ConocoPhillips
Date: Tue, 01 Nov 2005 08:25:35 -0500

To: Richard Rapp <rrapp@keyspanenergy.com>

Rich,

Just got off the phone with Jeff Brant, Director NE Origination -
ConocoPhillips, re: meeting for next week to discuss the Mass. gas
portfolio. | gave him a very brief and broad overview of the
alternatives we are exploring relative to the management of the

portfolio, so that he would know whom to bring to the meeting. He is going
to touch base with Keith Taylor, VP Trading East Region, and his immediate

boss, Will Hussey, SVP Origination.
He'll get back to me later today or tomorrow.

Joe

- 00001
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---—-—--- Original Message --—--

Subject: Re: Mass. Gas Portolio - Meeting w/ ConocoPhillips
Date: Tue, 15 Nov 2005 07:57:35 -0500

From: Joseph Pradas <jpradas@keyspanenergy.com>

Organization: KeySpan

To:  Jeff Brant <jeff.brant@conocophillips.com>

CC: Richard Rapp <rra keyspanenergy.com>, Ann Marie Levine
<alevine@keyspanenergy.com>

References: <4374D27D.2020808@keyspanenergy.com>

Jeff,

As a follow-up to our phone call last week, this e-mail will serve to

confirm our meeting for this Thursday, 11/17, at 2:00pm at KeySpan's
office located at One Metrotech Center, Brooklyn, NY. The meeting will be
held in Conf. Rm.2-04C, 2nd floor.

Please give me a call on my cell phone (718-344-2581) if you have any
questions. - .

See you Thursday.

Joe

Joseph Pradas wrote:

> A meeting with ConocoPhillips has been scheduled for Thursday, 11/17, at
> 2pm. Location TBD (Hicksville or MetroTech).
>

> Joe
>
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—meean Original Message ---—--- :
Subject: Follow up on Keyspan / ConocoPhillips Mtg 11/18/2005
Date: Mon, 21 Nov 2005 11:33:40 -0600

From:_Hussey, Will W <WillLW .Hussey@conocophillips.com>

To: rrapp@keyspanenergy.com, jpradas@keyspanenergy.com
CC: Brant, Jeffrey R. <Jeff.Brant@conocophillips.com>

Rich, Joe:

Thank you very much for the chance to sit down and discuss what you are
looking for in a go forward business relationship. We are very interested
in continuing these discussions but, do to peoples vacation schedules,

will not have a response prior to Thanksgiving. We are scheduling
internal meetings for the week of the 28th and will get back with you as
soon as possible.

| hope this is acceptable.

~ Have a great holiday and we'll talk soon.
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--—-— QOriginal Message -----——-

Subject: Merrill

Date: Thu, 01 Dec 2005 08:03:27 -0500

From: Richard A. Rapp Jr. <trapp@keyspanenergy.com>
Organization: KeySpan

To: Joseph G Pradas <jpradas@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com=, John V Vaughn <jvaughn@keyspanenergy.com>

FYI | am expecting to receive the other proposal this morning.

----- - Original Message -----—-

Date: Wed, 30 Nov 2005 18:14:42 -0500

From: “Beggins, Chris (MLCI)" <chris_beggins@ml.com>
To: rrapp@keyspanenergy.com

Rich,It's a start.Chris

If you are not an intended recipient of this e-mail, please notify the
sender, delete it and do not read. act upon, print, disclose, copy, retain
or redistribute it. Click here for important additional terms relating to
this e-mail.  http://www.ml.com/email_terms/
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Mr. Richard Rapp
KeySpan Energy

Re:  Proposed Alliance Structure

Dear Rich:

Per your request, the following is an outline of a potential Alliance structure between
KeySpan and MLCI for the joint management of the KEDNE asset portfolio:

1) Term: April 1, 2006 through March 31, 2009

2) Assets to be Managed:

¢ KEDNE Portfolio as currently managed by MLCI under the contract
expiring April 30, 2006 (excluding EnergyNorth).
* Managed per the structure of the current contract with respect to
operations and reliability. Guaranteed payment and profit sharing of $
per year with - KeySpan/ - Alliance Net Profits sharing

3)  Alliance Structure (2 Options)
e Option 1

X Year | - MLCI and KeySpan jointly manage KEDNE portfolio.
MLCI controls asset management, dispatch and risk management in the
same capacity as current contract for the first year.
¥ KeySpan assists in portfolio management decisions while building
the physical and trading infrastructure to support direct asset management
activities.
** MLCI and KeySpan share all Net Profits on a basis.
¥ Year 2 and 3 - MLCI and KeySpan will split the physical
management of the KEDNE portfolio - MLCI to focus on Tennessee,
Tetco and storage; KeySpan to focus on all other pipelines. Each party
will co-develop and manage strategies with MLCI handling financial risk
management and storage strategies.
*¥ KeySpan will release to MLCI of the KEDNY/LI WSS,
Hattiesburg, and other market area storages (per McCauley) to MLCI for
the 3 year term. Keyspan will also release transportation on Transco equal
to the ratable injection rate to fill each facility to’ . over the Summer
Period (Apal through October) over the term. MLCI will inject and carry
such inventory at the first-of-the-month Summer Period index prices or
This indicative terms sheet is subject to Meaili Lynch Commodities, Inc. (“MLCI") management approval and the timely aegotiation O O 0 0 5
and cxecution of definitive written agreements.  This iadicative teams sheet is not an offer or an agreement.  This indicative terus

sheet is not intended to be executed ia its curreat formu, and the terms herein shall not be binding upon MLCI by your execution,
acceptance or reliance on this iadicative tenms sheet.



Keyspan can elect to pay for injected inventory monthly. MLCI retains all
associated storage optionality over the summer period. Over the winter
period (November through March), MLCI will provide KeySpan with
storage withdrawals as called upon by KeySpan. If MLCI carries the
inventory, KeySpan will pay for the storage withdrawals at the summer
WACOG plus interest (KeySpan’s rate) when withdrawn. MLCI will
have secondary storage rights in the Winter Period with no associated
transport. If MLCI carries inventory, all net profits will be ' MLCL
If KeySpan carries the inventory, all Net Profits will be shared ona’
MLCL KeySpan basis.

e Option 2 —same as Option 1, except assets to be physically managed will
be split between KeySpan and MLCI on a to-be-determined basts.

4) Summary — MLCI has great concern over the Alliance’s ability to capture
comparable returns, dispatch efficiently and perform in times of crisis.
Currently, the property rights, risks and rewards, rely solely with MLCL.
Under an Alliance, how will critical operations work? We believe the best
course of action will be to extend the current agreement for one year and add a
clause that we will negotiate in good faith to structure the Alliance in Years 2
and 3.

Sincerely,

Chris Beggins

This indicative terms sheet is subject to Mertifl Lynch Commaodities, fnc. (“MLCI") management approval and the timely acgotiation
and execution of definitive written agrecments. This indicative terms sheet is not an offer or an agreement.  This indicative tetms
sheet is not intended to be executed ia its current form, and the terms herein shatl aot be binding upoa MLCI by your cxecution,
acceptance or reliance on this indicative terms sheet.

650006



Cheryl M. Kimball

72

---—---- Original Message -~----—--

Subject: [Fwd: COP KeySpan Alliance Partnership Letter]

Date: Thu, 01 Dec 2005 11:46:30 -0500

From: Richard A. Rapp Jr. <rrapp@keyspanenergy.com>

Organization: KeySpan

To: Joseph G Pradas <jpradas@keyspanenergy.com>, Stephen A Mc Cauley
<smccauley@keyspanenergy.com>, John V Vaughn <jvaughn@keyspanenergy.com>

Here is the Conoco proposal, consistent with our expectations. Let's plan
to meet in Hicksville tomorrow morning to discuss next steps with respect
to the two proposals.

-------- Original Message --------
Subject: COP KeySpan Alliance Partnership Letter
Date: Thu, 01 Dec 2005 10:29:39 -0600
From: “Brant, Jeffrey R." <Jeff.Brant@conocophillips.com>
To: rrapp@keyspanenergy.com
CC: "Hussey, Will W" <Will.W.Hussey@conocophillips.com>

<<COP KeySpan Alliance Partnership Letter.doc>>
Rich,

Attached please find the written proposal outlining the
framework we have been discussing. We appreciate the opportunity and look
forward to further discussions regarding an alliance partnership. Please
feel free to call me on my cell at 315-380-1029 or Will Hussey at
281-293-2283.

Jeff
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Conocgl;hillips

ConocoPhillips Gas & Power
5795 Widewaters Parkway #201
Dewitt, NY 13214
(315)453-7353

December 1, 2005

In regards to: ConocoPhillips proposed structure

Richard Rapp

Vice President Energy Transactions
KeySpan

100 East Old Country Road
Hicksville, NY 11801

Dear Richard,
After several meetings with our accounting, trading & risk groups ConocoPhillips (COP)

proposes the following structure for an Alliance Partnership with KeySpan for its New
England asset base:

e First$ - <eySpan ratepayers.

e Next$ - sharing between Alliance Partners (KeySpan/COP)
as a cost recovery mechanism.

e > sharing between KeySpan rate payers and Alliance
partners.

¢ The Alliance partnership will utilize the 3 book structure as previously discussed.
COP will manage book #2 that will include mark-to-market transactions, and
book #3 which will include transactions that involve KeySpan assets but exceed
the appetite for risk by KeySpan.

e The initial term will be for 1 year (starting 4/ 1/06) with “economic threshold
option” held by COP to extend the term for an additional 1 year term. This
option will also be held in the second year if the initial “economic threshold
option” is exercised by COP.

* ConocoPhillips will place staff in the Hicksville, NY KeySpan office for the term
of the agreement.

* Canadian Assets and LNG Portfolio shall be included in the Alliance partnership.
* The proposal as listed above is subject to ConocoPhillips management and credit

approval and does not constitute a binding offer.

ConocoPhillips recognizes that further discussions will be necessary to proceed forward 06008
with the above mentioned partnership and appreciates the opportunity to participate in



this process. [If you have any questions or comments regarding our offering, I will be in
Calgary for the next two days but can be contacted on my cell phone at 315-380-1029, or
feel free to contact Will Hussey at 281-293-2283.

Regards,

Jeffrey Brant
Director, Northeast Origination
ConocoPhillips Gas & Power
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---—-- Original Message --------

Subject: Visit to ConocoPhillips

Date: Fri, 09 Dec 2005 10:53:39 -0500

From: Joseph Pradas <jpradas@keyspanenergy.com>
Organization: KeySpan

To: Richard Rapp <rrapp@keyspanenergy.com>, John V Vaughn_
<jvaughn@keyspanenergy.com>, Stephen A Mc Cauley

CC: Ann Marie Levine <alevine@keyspanenergy.com>

Just a quick note.

| just got off the phone with Jeff Brandt from ConocoPhillips, and the
proposed meeting between KSE and them for this coming Tuesday is
definitely off. We were hoping to salvage it at the last minute, but its
not doable on their part. Jeff will let us know early next week re: the
next step from their perspective.

Jeff indicated that they are continuing to work through the deal

structuring and accounting issues, targeting to get their energy

president, Chris Conway, comfortable with the proposed transaction as soon
as possible - Jeff could not be more specific. Jeff seemed optimistic

Joe
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Cheryl M. Kimball

Attached are e-mails addressing the MLCI negotiations per the AG's
request.

-——-Original Message —-——-

Subject: [Fwd: RE: KeySpan/ Merrill production storage NomCo]
Date: Tue, 20 Dec 2005 15:11:45 -0500

From: Stephen McCauley <smccauley@keyspanenergy.com~>
Organization: KeySpan Energy

To: “Rapp Jr, Richard A" <rrapp@keyspanenergy.com>

chris' comments

——---- Original Message --------

Subject: RE: KeySpan/ Merrill production storage NomCo
Date: Tue, 20 Dec 2005 14:45:49 -0500

From: Beggins, Chris (MLCI)
To: Stephen McCauley

Steve,
Here are my comments:
1) All the WSS and Hattiesburg - released to MLCI for the term

2) KeySpan executes hedges with MLCI: MLCI retains secondary rights
to injection, capacity, withdrawal and inventory.

3) Term - 3 years

4) No sharing - guaranteed payment of * _ annually to Keyspan
-OR -

1) All WSS and Hattiesburg - released to MLCI for the term

2) Ratable Summer fill; April thru Oct; FOM index less
mmbtu: Secondary storage rights in the Winter

3) Term - 3 years

4) No Sharing - discount on injected volumes to KeySpan ($
annually)

00011



-OR -
1) All WSS and Hattiesburg - released to MLCI for the term

2) KeySpan hedges the Summer/Winter spread each year in any way it
sees fit - hedges go thru MLCI. All this value goes to KeySpan.

3) Any upgrade to this value above, created by MLCI thru

collaborative strategies (between MLCI and KeySpan - KeySpan controls the
primary asset rights) and portfolio synergies will be shared on a

KeySpan/ MLCI basis.

4) MLCI is willing to negotiate with KeySpan as to what initial
positions would go into the KeyS